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Joe Humenik began his career at 
Okonite in 1911. Today, his 40 years of 
skill are part of the vast know-how 
which goes into every cable. Here, he is 
applying a braided cover to a 60,000 
volt shock-proof X-ray cable developed 
at Okonite. 


Joe's son Ed, one of the many second 
generation employees at Okonite, joined 
the company in 1940, served 4 years in 
the Navy, now inspects and packages 
Okonite's famed Manson friction tape 
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THAT crusive Somilhing 


Pride in a job well done is all too rare these days. Yet 
pride in workmanship puts something into a product that neither 
machine nor material can contribute. 
That elusive “something” is an integral part of every Okonite cable. 
Added to Okonite’s premium materials and advanced manufacturing 
techniques, it spreads the extra margin of quality that tips the 
balance between a cable that’s superior and one THE BEST CABLE 1S YOUR BEST POLICY 
that is merely good enough. 

Meticulous care in the making of insulated cables 
contributes heavily to the performance of vital electrical 
circuits. It has helped to make Okonite cables the 
outstanding choice for reliability among leading 
utilities, railroads and heavy industries. 

This craftsman’s pride in his work is shared by countless 
Okonite employees. Better than one out of every six 
have worked here 20 years or more. Many are 
second, even third generation employees. 

They’re skilled workmen . . . proud of their jobs and 


proud of their company. The Okonite Company, Passaic, N. J. insulated wires and cables 
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CONSOLIDATED 
NATURAL GAS 
COMPANY 


30 Rockefeller Plaza 
New York 20, N. Y. 


DIVIDEND No. 16 


Tue BOARD OF DIRECTORS 
has this day declared a regular 
semi-annual cash dividend of 
Uae Dollar ($1.00) per share 
and an extra cash dividend of 
Twenty-five cents (25¢) per 
share on the capital stock of 
the Company, payable on No- 
vember 15, 1951, to stock- 
holders of record at the close | 
of business October 15, 1951. | 


E. E. DUVALL, Secretary 


October 4, 1951 | 
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A Prospectus describing the Come 
pany and its shares, including 
the price and terms of offer- 
ing, is available upon request. 


F. EBERSTADT & CO. INC. 


39 Broadway New York City 
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= THE COLUMBIA 
==) GAS SYSTEM, INC. 


——— The Board of Directors has 
densa this day the following dividends: 


Common Stock—No. 68 and No. 69 


Recurar QUARTERLY ...-. 20¢ per share 
BMRA -cccusscaduenuaewes 10¢ per share 
SORE: ccedécccccccscues 30¢ per share 


payable on November 15, 1951, to holders of 

record at close of business October 20, 1951. 
Dare Parker 

October 4, 1951 Secretary 
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The Trend of Events 


BUSINESS AND THE RETIREMENT PROBLEM ... Evi- 
dence of the growing role business and industry 
have assumed in meeting the problem of human 
obsolescence and worker retirement if provided by 
figures compiled by the Department of Commerce 
covering the annual trend of non-wage payments 
for the benefit of employees in the private sector 
of the economy. 

While expansion in various employee benefits has 
been general, these figures show that the most strik- 
ing advance has occurred in the classification of 
employer contributions to private pension and wel- 
fare funds. These added up to $2.4 billion for the 
year 1950. Little more than a decade ago, in 1940, 
employer contributions to such funds came to less 
than $200 million, while back in the boom year 1929 
they were even smaller. They crossed the billion 
mark in 1946 for the first time. 

The manner and speed with which pension and 
welfare funds have been growing since the end of 
World War II is of special significance under today’s 
conditions, with far-reaching social and economic 
implications for the future of the nation. In oper- 
ation, such plans help the worker build up a measure 
of financial independence in 


say that the expansion of pension and welfare funds 
is of considerable importance in a world beset by 
ideological conflict and the menace of totalitarian- 
ism, for essentially in this country, the growth of 
these plans have been the result of voluntary action 
and negotiation rather than Government fiat. Addi- 
tionally, the growing popularity of group insurance 
of various types has played a big role. 

Altogether, non-wage payments for the benefit of 
employees in private business, including the employ- 
ers’ share of social security taxes, aggregated $6.2 
billion for 1950. This was more than triple the 
comparable payments of 1940 and some 15 times 
the total of such payments in 1929. The aggregate 
private non-wage payments last year were the 
equivalent of five cents of every dollar of the total 
wage and salary bill of private business and industry, 
the highest on record. 

Federal, state and local Government combined, in 
their capacity as employers, had a non-wage bill of 
$1.3 billion last year, the largest part representing 
contributions to retirement plans covering workers 
on the public payroll. The grand total of such pay- 
ments, Government and private, thus add up to 
the huge sum of $7.5 billion 





his productive years. Thus the 
growth of pension funds cer- 
tainly tends to meet the prob- 
lems resulting from a length- 
ening life span and an aging 
population, and thereby helps 
avert the danger of an intol- 
erable financial burden being 
thrown on society in the 
future. 

Additionally, it is safe to 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What's Ahead for Business?” 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 


in 1950, and the annual rate 
in the first half of this year 
was a billion dollars higher. 
The significance of all this 
to our national future is self- 
evident. The implied benefits, 
individually and _ nationally, 
will however only be realized 
if we do our utmost to keep 
our economy and our curren- 
ey sound. They will rapidly 


This 
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shrink, and ultimately vanish if the purchasing 
power of the dollar is allowed to depreciate con- 
sistently. Pension systems can only be as sound as 
the currency behind them. 


NEW SOURCE OF CAPITAL .. . An important by- 
product of the growth of pension funds in recent 
years is that it has created a new and significant 
source of investment and capital funds. Just how 
much money these funds in the aggregate have 
accumulated is not known. One straw in the wind 
is the fact ‘that last May, pension and retirement 
funds were listed as subscribing for $1.8 billion of 
the new Government 2%/,% issue brought out at that 
time. 

Another indication is a Government study which 
estimated that self-administered pension plans alone 
had assets of about $5 billions in 1949. This study 
also stated that investment income of private pen- 
sion funds was about equal to payments to bene- 
ficiaries, and that they were therefore growing by 
approximately the amount of their annual contribu- 
tions, estimated at $1.5 billion a year. That rate of 
growth may not continue once outgo begins to mount 
as more and more beneficiaries become of retirement 
age. In a decade hence, when payments will probably 
be far heavier, a different situation may present 
itself. 

Still pension funds have become an important 
source of capital and to the extent that such funds 
have been invested in common stocks, it helps explain 
the recent strength of high grade issues of which 
goodly amounts have gone into fund portfolios. Such 
investments are primarily long term investments 
and not disturbed by short term or medium term 
market fluctuations, thus make for market stability. 
On the other hand they must not be regarded as per- 
manent investments as far as individual securities 
are concerned. In the course of time, astute and 
conservative investment policies probably dictate a 
certain amount of switching in line with changing 
conditions and prospects though this may not apply 
to funds largely or heavily invested in the company’s 
own securities. 


THE AMERICAN KNOW-HOW .... If observant for- 
eigners were asked to describe what they considered 
the predominant characteristic of America’s eco- 
nomic life, the majority of them would undoubtedly 
single out our overwhelming technological dynam- 
ism. Though this has been a feature for a consider- 
able time, never have American scientists and 
technicians risen to such heights as during recent 
years. An important instance of this ebullience ‘in 
inventiveness that comes to mind, naturally, is the 
amazing development in our atomic energy know- 
how. That the Russians should seek to imitate our 
drive in this new field is merely a tribute to Amer- 
ican leadership though in their eyes probably also 
one of military necessity. 

The list of new products stemming from the labor- 
atories of the nation would fill several volumes. Of 
especial interest is the resourcefulness of American 
industry in meeting the problem currently created 
by shortages of metals and materials, arising from 
the unfolding of the defense program. Reference, 
for example, is made in the article on television in 
this issue to the forced substitution of cobalt by 


other materials. Some of these new products are 
entirely synthetic in derivation and are miracles in 
their own way, though their originators and devel- 
opers would modestly disclaim such credit. 

Numerous other examples can be cited. Among 
the more interesting is the expansion in the field of 
synthetic resins, of great importance to many indus- 
tries such as plastics, paper, paint, leather and 
many others. We have long been familiar, of course, 
with the synthetic tire cord which now occupies an 
important place in the industry. 

Many of us are familiar with the marvels in the 
automatic business machine field which have enorm- 
ously increased the effectiveness of corporate man- 
agement and which have become of the greatest 
importance to the government, in both its military 
and civilian branches. These machines, of the great- 
est intricacy of design, and whose capabilities are 
almost unlimited in the field for which they are 
intended, have reduced overhead to a marked degree 
and generally have greatly speeded up the processes 
of management and production. 

The development of the thousands of new prod- 
ucts flowing from American plants have entailed 
the expenditure of very great amounts, running into 
the billions, for research and development. Hardly 
a corporation worthy of the name does not today 
possess its own scientific staff, with many luminaries 
in the field of science participating in these efforts. 
In many ways, the rise of America to its present 
position of unchallenged leadership is due to its 
constant pre-occupation with the blue print and 
the test tube. 


WHO HAS THE MONEY? .... Special studies of the 
population characteristics of the nation’s leading 
metropolitan areas and their variations in family 
income furnish a significant commentary on the 
broad distribution of income, and thereby of oppor- 
tunity, existing today. These data show that the 
size of a city does not necessarily determine the 
size of the income of the average family there, and 
that many a smaller city is apt to offer equal or 
better chances for financial advancement on the aver- 
age than the big ones. 

For example, the New York-Northeastern New 
Jersey metropolitan area is by far the largest in 
the nation on a population basis, and assumed to be 
one of the “richest.” But it ranked only 12th in 
median family income in 1949, and was outranked 
by a number of very much smaller metropolitan 
areas such as Hartford, Connecticut; Rochester, 
N. Y., and Dayton, Ohio. As a matter of fact, five 
of the nation’s Big Ten metropolitan centers—Los 
Angeles, Philadelphia, Boston, Pittsburgh and St. 
Louis—were well down the list which was topped, 
of all things, by Washington, D. C., where half the 
families had incomes of $4,130 or more in 1949. 
While first in median income, Washington, D. C. 
currently ranks only 10th in population among the 
metropolitan areas. Its high level of family income, 
you guessed right, largely reflects the great growth 
of the Federal Government over the last two decades. 

It used to be: Go West, Young Man! Now it is: 
“Go to Washington” if you want to live in an area 
where average family income is highest. To judge 
by the tremendous growth of the Federal payroll, 
many seem to be doing just that. 
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As J See Jt! 


By ROBERT GUISE 


STORM SIGNALS IN THE MIDDLE EAST 


ithe was to be feared, Britain’s capitulation in 
Iran was bound to start a dangerous chain reaction 
throughout the Near East. It requires no wide flight 
of the imagination to see in Egypt’s move to abro- 
gate the Suez Canal and Sudan treaties a logical first 
fruit of Iran’s success in kicking the British out. 
Premier Mossadegh has demonstrated to every 
nationalist politician 
in the Middle East the 
advantages of unilat- 
eral action at a time 
when tension between 
East and West is rife. 
The formula was sim- 
ple. It was based on 
the assumption that 
the British will not 
forcibly resist be- 
cause they no longer 
dare do so without 
American support. 
That the United States 
will not give its sup- 
port because it be- 
lieves in respecting the 
souvereignty of a 
small country and any- 
how never liked colo- 
nialism or imperalism. 
And that, if it comes 
to the worst, there will 
merely be a summons 
before the United Na- 
tions which will hard- 
ly be in a position to 
take effective action the way it is now constituted. 

Because the Egyptian leaders are now applying 
this interesting formula to their own long-standing 
argument with the British over Suez and the Sudan, 
because the entire Middle East seems to be nearing 
a state of general eruption, it is hard to exaggerate 
the ominous significance of the British retreat from 
Iran. For Britain it was a humiliating and costly 
defeat. For Russia a clear victory and open invita- 
tion to walk right in. For the rest of the Middle 
Eastern countries a tempting demonstration of de- 
fiance. For the United States, and indeed for the 
entire western cause, a dangerous setback in a vital 
strategic area. 

It helps little to say that British diplomacy was 
not up to the task of saving the situation, or that 
we ourselves were equally guilty of serious mistakes. 
But we might remember that it was this country, 
after all, which cheered the independence of India 
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and British abandonment of imperialism as a policy. 
Typically, our own State Department cautioned the 
British against being “unreasonable” with Iran and 
was urging, at least until recently, patience with 
Egypt. 

What is now absolutely imperative is that we 
ourselves, and not just Britain alone, must draw a 
lesson in foreign pol- 
icy from these events. 
The State Department 
must understand by 
now that its refusal to 
take sides in Iran was 
not a wise policy. It 
must be aware that 
letting Britain fight it 
out alone with Egypt 
would be equally un- 
wise, considering the 
enormous. stake we 
have in keeping this 
vital area under wes- 
tern control. 

The ultimate ques- 
tion of British control 
of the Suez Canal and 
the status of Sudan 
may be left open to 
future negotiation but 
the breaking of a 
treaty that would af- 
fect world security it- 
self, can hardly be per- 
mitted. People who 
say that we have no 
business in “meddling” in the Egyptian situation, 
just as they said so about the Iranian situation, are 
hardly aware of what’s at stake. At stake is not 
only control of the entire Middle East and the vital 
eastern Mediterranean area including North Africa 
but the possible loss of American strategic bases 
without which global air defense, and retaliatory 
action in case of Russian attack, would be rendered 
enormously more difficult. 

In other words, as the anti-foreign fires lighted 
by nationalist politicians in Teheran and Cairo are 
getting out of hand and spreading in every direction, 
they definitely threaten to destroy the Allied defense 
system and therefore begin to strike close at home. It 
is no longer a question of what will happen to British 
interests. Should countries like Iran and Jordan 
follow Iran and Egypt in defying treaties, Turkey 
would be isolated, opening the way for Soviet domi- 
nation of the vast area (Please turn to page 102) 
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Short-Range vs. Long Range Investment Planning 


For four weeks, the rise in average stock 
has become more selective. Its vulnerabilit 


prices has not been extended while the market 
y to at least temporary reaction would seem to 


have increased but so far, investors remain more willing to hold than to sell stocks. The 


balance sheet of longer term factors is neither strongly bullish nor strongly bearish. 


Over the nearer term, a selective policy is recommended. 


By A. T. MILLER 


i has been no particularly significant change 
in the general position of the stock market since our 
last previous analysis was written a fortnight ago. 
Within the first week of this period, following a minor 
recession from the mid-September high, the indus- 
trial list rebounded to the close vicinity of that high, 
which was the best level seen so far in 1951; but was 
unable to plough through it. During most of last week 
there was a sluggish downward drift of prices for 
the main body of stocks, while an active speculation 
developed in precious-metal mining stocks, mostly 
of the “‘cat and dog”’ class, on a basis centering mainly 
in the possible future price of gold and probably as 


transient as have been previous intermittent flare- 
ups in these stocks. More general firmness developed 
late in the week. 


The Performance Of Rails 


Railroad stocks, which took on some of the upside 
market leadership for a time in September, although 
remaining under their major high of last February, 
give no current evidence of being able to keep a lead- 
ing role. Utilities drifted sideways throughout the 
fortnight in the close vicinity of their 1951 high, 
which is the best level seen for the group since the 

pre-Korean-war month of May, 1950. 
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Both the general market performance 
and the recent reduced trading volume re- 
flected more hesitation and indecision 
than anything else. 

The industrial list, by far the most im- 
portant section of the market, has now 
spent four weeks backing and filling, 


340 


320 without any extension of the main up- 
ward trend. This is the longest pause seen 
300 since the inception of the phase of ad- 
vance begun late last June. But if there 
280 has been no progress on the upside, 


neither has there been positive weakness. 
The daily average has held within roughly 
a 6-point trading range. Good buying, as 
measured by investment demand for bet- 
ter-grade stocks, has become markedly 
less agressive than it was in the com- 
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220 420 paratively recent past. Probably the most 
MEASURING INVESTMENT AND SPECULATIVE DEMAND general reason therefor is simply that a 

260 ‘ —I—T 130 large and long advance had put the more 
M.W.S. 100 HIGH desirable stocks up to levels at which 

250 INVESTMENT DEMAND PRICED STOCKS =e 125 they are very considerably less attractive 
a = than before. It may be reasoned also that 

aa om 120 the kind of speculative flare-up in low- 
—_ 7" \ priced stocks cited earlier in this discus- 

pom a | ons sion increases at least the potentiality of 
Ree M.W.S. 100 LOW PRICED STOCKS a reaction of some scope on which would- 

Pai, SPECULATIVE DEMAND Ho be buyers can act to better advantage. 
Je Additionally, the indicated renewal of 

| wal negotiations for a cease-fire agreement in 

ato Korea may have made for temporary 
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caution. 

On the whole, however, investors re- 
main more willing to hold or buy stocks— 
mostly to hold—than to sell. As the trad- 
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ing-range performance it- 
self shows, the balance be- 
tween supply and demand 
in the market has become 
close; and most bid-and- 
ask spreads indicate the 
same thing. In this kind of 
situation the scales could 
be tipped soon toward 
either renewed advance or 
a sizable sell-off by any 
concerted move of profes- 
sional operators, especial- 
ly Stock Exchange floor 
traders who are more sen- 
sitive to the “feel” of the 
market than others 
Which way “the cat will 
jump” over the near term 
remains to be seen; but we 
believe the chances for a 
substantial correction, 
whether soon or without 
great further delay, are 
good enough to justify 
holding conservative re- 
serve buying power intact. 


The Balance Sheet 


This is a good time to 
set up a pro-and-con 
market balance sheet, 
starting with the consid- 
erations which are more 
or less bullish. First, the 
arms program and record 
outlays for new plant and 
equipment assure a high 
of over-all economic activity for at least a con- 
siderable medium-term period. Second, in relation to 
tax-reduced annual level of total corporate earn- 
ings and in relation to probable total dividends for 
the next year or so, average stock prices are at a 
medium level rather than an extreme one. Price- 
earnings ratios, on average, are still much under 
those seen at the tops of the market in 1929, 1937 or 
1946; and average dividend yields are materially 
larger than at past major market highs. And if you 
measure stock prices in dollars of pre-war value, the 
present market position is even a good deal more 
moderate than it seems in terms of the current 
dollar. 

Third, although there has been a considerable in- 
crease in speculation, it has not yet approached the 
extremes reached around most past major market 
highs, judged by the relative behavior of low-priced 
stocks as a whole and by the average ratio of trading 
volume to the total of shares listed. The margin 
position is insignificant. It is a cash-based market 
more than ever before. Fourth, institutional demand 
is a bigger factor than in the past; and common 
stocks are more popular with the public for invest- 
ment—not speculation—than ever before. In short, 
more of the buying is for—or at least presently in- 
tended for—semi-permanent retention. 

Fifth, assuming that the arms program will be 
carried out as presently projected, a really large 
Federal deficit is indicated for the 1952-1953 fiscal 
year, although it will be rather small, with perhaps 
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no cash deficit at all, for the current fiscal year 
ending next June 30. If not dynamically inflationary 
(see special discussion of this matter on following 
pages), the outlook is at least more inflationary than 
deflationary for some time to come. Sixth, the indi- 
cated level of consumer income points to some im- 
provement in civilian business activity ahead, as- 
suming no more than normal buying tendencies, 
without a resurgence of scare buying. 


The Other Side Of It 


Looking at the other side of the balance sheet, it 
is, first, questionable whether past bull-market highs 
measured in terms of price-earnings ratios and 
average dividend yields, are reliable guideposts of 
market potentiality in the present instance. High 
economic activity founded on abnormal arms out- 
lays naturally inspires less confidence than would a 
privately-generated business boom. We cannot ex- 
pect a rising trend of earnings and dividends under 
impending taxes; and we cannot look forward to a 
post-defense boom. On the contrary, we must face 
deflationary adjustments whenever arms outlays 
and abnormally high outlays for new plant and 
equipment taper off. The reasoning cited suggests 
that this market is more likely to top out at a 
medium level—perhaps even a level not far from the 
present one—than at an extreme one, measured by 
price-earnings ratios and yields. 

Second, what are we’ (Please turn to page 101) 
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Is The 


Government Wrong . 
About Inflation? 








By E. A. KRAUSS 


Ohrrcial drum-beating about the threat of a 
new upsurge of inflation never ceases, it seems. 
Almost every day, the newspapers carry some refer- 
ence to it, some comments by official spokesmen with 
dire predictions that more and deadlier inflation is 
just around the corner. Usually the inspired nature 
of such remarks is obvious. More often than not, 
they are simply meant to strengthen the case for 
more taxes, for more controls, for restrictions and 
other unpalatable measures. 

Since simultaneously, there are many evidences 
of deflationary trends, of sagging prices, bulging 
inventories, lagging consumer demand, lay-offs and 
production cutbacks and, above all, remarkable over- 
all price stability, the average citizen is tempted to 
ask: Is the Government wrong about inflation? Is 
it actually afraid of deflation rather than inflation? 
Is it trying to scare people into another hectic buy- 
ing wave to bolster weakening civilian business until 
the defense prop has been solidly erected? 

These questions seem all the more justified because 
the record shows that the Government has been 
wrong about inflation. Not so long ago, we were told 
by Washington that a revival of inflationary pres- 
sures was to be expected this autumn. Actually there 
has been nothing of the sort. Thus far, production 
and price indexes have shown a high degree of 
stability. General merchandise trade, disappointing 
as it is in many areas, certainly doesn’t warrant new 
inflationary talk. Wholesale prices have been steady 
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for weeks, and further defla- 
tion, not inflation, seems to 
be the predominant fear of 
many businessmen hard hit 
by the summer slump. 

Yes, the Government has 
been wrong, at least so far, 
and so were many private 
observers. Despite enormous 
demands generated by a 
boom dominated by heavy 
outlays for capital goods and 
defense, people’s everyday 
wants have been so well sup- 
plied that the price trend has 
been downward or flat for 
over six months. One reason 
is that the boom had been 
anticipated and consumers’ 
goods inventories built up 
accordingly. But at the same 
time, this state of plenty 
points up the country’s stu- 
pendous productive capacity, 
the fruits of industry’s huge 
postwar investment in in- 
dustrial plant and machinery. 
This productive power has 
saturated many specific mar- 
kets even under high demand 
conditions. Conservatism in 
consumer spending, the pre- 
ference for saving, has fur- 
ther lifted pressure from 
prices. It has once again 
proved that saving is the 
best defense against infla- 
tionary dangers and the most 
effective contribution to sta- 
bility that individuals can 
make. 

But this stability, according to widespread pro- 
phecies, is to be short-lived. Shortages, often pre- 
dicted but never realized so far, are now a definite 
prospect, it is said. In fact they cannot help developing 
what with cutbacks of consumer durable goods indus- 
tries to as low as 58% of the pre-Korean base rate. 
Hard goods, so the reasoning goes, will get scarcer and 
scarcer and as they do, new price pressures will make 
themselves felt. Moreover, the period of heavy arms 
outlays is at hand, and that means deficit spending 
since Congress is unwilling to raise taxes sufficiently. 
More inflation, therefore is inevitable. But is it? 


_ 


No Fear of Shortages 


Let’s first look at the prospect for shortages. True 
enough, the hard goods supply for civilians will 
shrink, but according to present schedules, it won’t 
be cut down enough to create genuine shortages. 
These schedules still permit a sizable production, 
substantial by any prewar standard. Moreover, in- 
ventories in distribution channels are top-heavy and 
consumers have stocked up enormously. Demand is 
bound to continue materially below recent peak 
levels. What’s going on in autos, appliances and even 
soft goods and apparel tells the story. No buying 
rush, no urgent demand, and above all... no fear 
of shortages that might once more precipitate a 
wave of scare buying. 


Logic is on the side of the “fearless.” We are not 
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in an all-out war effort but in a prepared- 
ness drive that is to absorb no more than 
about 20% of the nation’s product. That 


BUDGET RECEIPTS AND EXPENDITURES OF THE U.S. TREASURY 
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means that civilian output will have to 
continue at a sizeable rate unless we want 
to invite a serious recession — and that 





would never do. Production must remain | aa 
high so that tax revenues will remain 
high. Besides, an election year is ahead! ~ 
Arms Effort No Guarantee of Prosperity 

16 }———_ 


Rather than risk serious and prolonged 
slumps in individual industries, we feel 
the Government will be inclined to relax | ee 
civilian production controls, and it will | 
probably do the same to avoid serious 
shortages, should they threaten. The sim- 8 
ple fact is that a defense effort of the sort 
we are engaged in is not apt to put every- 
one automatically on Easy Street, and 4 
this calls for special considerations—for 
political reasons as well as in an effort 
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to maintain economic stability. There is 
no place for “austerity,” for pinches in 
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the civilian goods supply severe enough 
to start inflation rolling again. 

Moreover, productivity is likely to rise further 
and this could go far towards offsetting inflation 
pressures. Even with present capacity, industrial 
production can go a great deal higher, and more 
capacity is to come. In the eyes of many, the ques- 
tion is whether there will be demand enough to use 
it all. It is another reason why one must guard 
against alarming semantics dealing with the infla- 
tion problem. 

A spurt in business, based on rapidly mounting 
defense production, is widely predicted but this 
need not mean more inflation, particularly if there 
is an absence of frantic efforts to hedge against it. 
So far, consumers seem to be soundly apathetic. So 
are most businesmen who are mainly worried about 
their inventories. What’s more, inventory controls 
now militate against the kind of hoarding 
and advance buying which has been largely 


control inflation. The fight against inflation is get- 
ting plenty of lip service but the real battle has 
been allowed to slacken. We see therein a relation- 
ship and also encouragement in our belief that 
further price inflation is not inevitable. 

That belief is based not alone on the common 
sense of the consumer who has simply refused to 
pay inflated prices and thereby stopped price infla- 
tion early this year. He will do so again, should the 
necessity arise. But what’s more, he will be forced 
to, common sense dictate or no. For the consumer 
is being seriously pinched by high living costs, ris- 
ing taxes, a decline in real wages, heavy debt bur- 
dens. All this should make a common sense attitude 
towards inflated prices rather simple; it leaves 
little choice. 

Apart from that, the consumer knows that he can 





responsible for the post-Korean price infla- C 
tion. Then—there is price control! 
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What about it? Many say price control 
has been successful only because of consumer 
abstention, and there is a great deal of truth 
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in that. Price control in itself has proved a , 
flop. If it hadn’t been for the slump in con- 

sumer buying, price control probably would Ts eee 
not have worked. Nor will it work in the 

future, say many. In their view, price infla- re | 
tion will be hard to stop because too many pn 
sections of the population have a stake in al 
a rise of prices and wages. Farmers insist 2 Ay 
on high support prices, in itself creating A | 
automatic price spirals as past experience o LAG 
shows. Labor is insulated by escalator con- i, 
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tracts and other means of getting higher and 
higher wages. Even business doesn’t seem to 
mind it too much as long as it can pass on 2 
higher costs to consumers. And _ politicians 
like inflation as a means of keeping the boom 
going. 

Is price inflation, then, inevitable despite 
controls? We think not, despite the seemingly | 
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only mild will of the Administration to con- 
trol prices and wages, both indispensable to 
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call the price tune since he has done it, successfully, 
before. He has done it so successfully that there has 
been growing official disinclination to press the anti- 
inflation fight. The tax bill has been pared down, 
credit controls have been relaxed, and there have 
been plain official invitations to organized labor to 
demand new wage increases. More recently there 
have even been evidences of a reversal in the credit 
restraint policy with the Federal Reserve trying to 
ease credit on fears that production will drop if 
money is too tight. And all this in the face of scarce 
statements telling of the growing danger of run- 
away price inflation. 


Civilian Demand Being Met 


It simply doesn’t make sense. The net effect of 
these Administration measures is to intensify rather 
than lessen inflationary pressures. Could it be that 
they are doing it to fight deflation rather than spur 
inflation? There are many signs of it. 

Above all, there are two powerful forces that tend 
to lessen the inflation danger. One is the remarkable 
production achievement of American industry pre- 
viously referred to. Goods are being produced in a 
volume adequate to satisfy the great bulk of civilian 
requirements plus defense needs. So long as this is 
the case, and particularly if purchasing for inven- 
tories and more distant future requirements does 
not assume large proportions, inflationary pressure 
will be kept under control. 

The other element is a lag in military spending 
which is likely to hold down the Federal budget 
deficit to considerably smaller than expected pro- 
portions. This brings us to the budget outlook, usu- 
ally painted in bright red colors with huge deficits 
splattered all over the picture. “U. 8. to go into red 
by billions,” is the slogan, and what else can that 
mean but terrific inflation. What are, soberly viewed, 
the real prospects? 


The Treasury's Position 


Let’s state right at the outset that they are con- 
siderably less terrifying, that they are in fact rather 
reassuring unless of course total war descends on 
us. Then all bets are off. But if the present scope of 
rearming prevails, things don’t look quite as bad, 
and certainly not for the current fiscal year. 

In fiscal 1952, the Treasury’s outgo is to rise to 
about $69 billion and could go as high as $71 billion, 
but income will rise sharply, too. Altogether, a cash 
deficit of no more than about $4 billion is indicated, 
and according to latest projections it may not exceed 
$3 billion. Such a deficit will hardly cause inflation 
since it means only a limited net addition to national 
income and purchasing power from this source. 

It could be financed in part by bond sales to indi- 
viduals or through an increase in the weekly bill 
offerings by the Treasury. Even if the deficit were 
to run higher, it wouldn’t mean that new Govern- 
ment securities in that amount would have to be 
offered in the market, with the usual inflationary 
implications. Government Trust funds, growing 
apace, can absorb a sizeable amount thereof and 
thus take up a good part of the deficit. 

Again, as in the past fiscal year, there are evi- 
dences of a lag in actual defense outlays (as opposed 
to appropriations) and tax collections are likely to 
run above earlier estimates. This being so, expecta- 
tions of a new inflationary boom based on a bulge 


in deficit spending must again be deferred. It can 
hardly happen in fiscal 1952, ending June 30 next, 

Fiscal 1953, during which defense spending is to 
reach its peak, presents an entirely different prob- 
lem. Preliminary estimates point to a deficit of some 
$16 billion, even with the new taxes now in pros- 
pect, and taxes can hardly be hiked much more to 
narrow the gap. To raise the needed funds by bor- 
rowing admittedly would create a serious inflation- 
ary danger, particularly if the borrowing is mainly 
done from banks. 

But again, the cash deficit might be considerably 
less, particularly if any relaxation of international 
tension permits the spreading of the defense effort 
over a longer period of time. Again, Government 
Trust Funds will be able to absorb a sizeable slice 
of the deficit, and bond drives might take up 
another part. In this manner, inflationary impacts 
of needed deficit financing almost certainly can be 
minimized. They could and should be further 
minimized by utmost Government economy to keep 
Federal spending within more reasonable bounds, 
and they can, and almost certainly will be further 
minimized by accelerating expansion of production 
of both civilian and military goods under currently 
foreseen plans. Herein lies one of the major hopes 
of victory in the battle against inflation. 


Government Economy Vital 


That battle can be won only by working with 
economic laws. Price controls alone, even if they 
were effective, are not enough. Raising taxes is not 
enough. Every increase in taxes, as in other costs 
such as wages, will immediately be followed by 
higher prices because producers will not bear the 
burden alone. What’s needed is to cut down the 
budget deficit to a minimum by greatest Govern- 
ment economy and by wise spending for defense. No 
less important is proper restraint in the use of bank 
credit and of consumer purchasing power. 

While Government economy is probably the poor- 
est bet, the chances are that actual defense spend- 
ing will continue to lag behind schedules, thus reduce 
Government outlays below current projections for 
fiscal 1953. This alone can be an important factor. 
The next best bet is probably the consumer attitude, 
not only the ability but the willingness to spend at 
high prices. Both today seem to be considerably 
reduced. Another factor is expansion of production, 
on top of already existing capacity to produce; and 
the need, for the sake of economic stability, to avoid 
serious shortages and painful slumps in consumer 
goods industries, for which there can be no adequate 
offset through defense orders. 

Any such endeavor would be facilitated by the 
fact that neither the extent of the defense program, 
nor its timing, is rigidly fixed. It might be fostered 
also by political considerations, by a desire to create 
a “favorable environment” in an important election 
year. The opinion has been advanced in some quar- 
ters that the recently announced cutbacks in civilian 
hard goods industries were rather more severe than 
required by the actual materials supply situation, 
and that a “relaxation” some time next year may 
be entirely possible. If that should be the case, any 
threat of real shortages would be further removed. 

Generally speaking, while the present armament 
program gives us a definite prospect of a continued 
high rate of business activity during the next several 
years, it by no means’ (Please turn to page 104) 
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How Long Can We Maintain 


Fixed Gold 





By H. M. TREMAINE 


Fae United States may, as the Secretary of the 
Treasury once again asserted, remain unalterably 
opposed to any increase in the price of gold, but the 
gold producing countries which have been long and 
arduously campaigning against suppression of the 
free gold market by the International Monetary 
Fund, have just scored a significant victory which 
the Treasury seemingly was unable to stave off. 
The impression is that it may prove another mile- 
stone on the road to an ultimately higher official 
gold price though that road may yet have many 
devious turns. 

By withdrawing its opposition against premium 
sales of “industrial” gold, the Fund has given up 
its four-year old effort to police and limit such trans- 
actions for the simple reason that it couldn’t effec- 
tively do so. In essence it was forced to recognize 
the tendency of the yellow metal to flow into private 
hoards rather than into official monetary stocks 
whenever international or monetary uncertainties 
become acute. For that is exactly what’s been hap- 
pening. Though premium sales in the past, to the 
extent they were permitted, were allegedly for in- 
dustrial purchases, by far the greater part had a 
way of disappearing into private hoards. It is esti- 
mated that some $390 miilion worth went into hoards 
last year whereas the amount taken by the arts and 
industries, though difficult to establish precisely, is 
thought to total no more than around $100 million. 

For a while it seemed that even the free market 
price of gold might settle down close to the official 
level of $35 an ounce but that was before Korea. 
Thereafter things changed abruptly. The premium 
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soared and diverted new gold increas- 
ingly into hoards—in fact more than 
three-fourths of world production 
(outside Russia) disappeared in this 
manner during the second half of last 
year, according to Fund estimates. 
Since then the situation has little im- 
proved, and as international tensions 
and premiums increased, so did the 
pressure of gold producing countries 
to meet this demand in free markets. 
Now that the Fund has given in, such 
countries as Canada, Southern Rho- 
desia and the Union of South Africa 
will likely be the principal beneficiar- 
ies. The American gold mining in- 
dustry alone will suffer discrimina- 
tion unless Congress revises the gold 
legislation of 1933 and that is hardly 
a realistic prospect at this time. Sec- 
retary Snyder’s statement makes this 
sufficiently clear. 

The other countries, however, could 
become large sellers of non-monetary 
gold and hence their action will be of 
key importance in that it will pave 
the way for the inevitable eventual 
test of the markets. Indications are 
that there will be no great sudden 
scramble to step up sales in the pre- 
mium markets if only because that 
would be self-defeating. Immedi- 
ately following the Fund’s decision, 
the Paris gold price dropped sharply 
in anticipation of heavier offerings of 
free gold. Such a break of course had 
to be foreseen. What’s more, it has 
been followed by a brisk advance which skyrocketed 
the price to the equivalent of about $47 an ounce 
but this jump had little to do with the new develop- 
ment. It reflected lack of confidence in the French 
franc, in the wake of renewed devaluation rumors, 
rather than anything else. U. S. dollars, formerly 
somewhat on the weak side, also went sharply 
higher as did other foreign currencies. 

The fact remains that should there be any heavy 
unloadings of “industrial gold’, in free markets, 
existing premiums might gradually weaken, appre- 
ciably narrowing the spread between the official price. 
Hence a flooding of the markets with free gold is 
hardly likely. The cardinal consideration of gold 
producers will be to see that the best possible market 
be maintained, and that calls for a certain amount 
of restraint. Such restraint will likely prevail. Per- 
haps the Fund had this in mind when its latest 
decision was made. 


Canada’s New Gold Move 


A case in point is Canada’s response. It decided to 
let gold miners sell part of their production for non- 
monetary purposes in international markets but 
those who do must forego the present subsidy they 
enjoy. That would seem to militate against any large 
new supply coming into the markets from that quar- 
ter, at least for the time being. Only if demand for 
free gold keeps the price at least $2 an ounce above 
the statutory price of $35, will Canadian mines bene- 
fit from their new privilege in the exercise of which 
they will be further handicapped by other restric- 
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tions. Hence the initial impression that Canada’s 
plan might prove pretty much of a “dud.” 

One of the “strings” is that export licences will 
be required but none will be granted unless the ex- 
porter can get an import license from the country 
of destination. That leaves in effect only such mark- 
ets as Tangiers, Macao and possibly Hongkong as 
open to Canadian gold sales. A new boom in gold in 
the Far East might conceivably benefit Canadian 
gold producers but no great advantage is seen for 
the time being. Other restrictions also serve as an 
effective barrier against heavy Canadian gold ex- 
ports but the main point is that many Canadian 
mines are probably better off under the subsidy 
than they would be under the free sale system at 
present market prices and after payment of costs 
required to compete in the free markets. 

It is one reason why some observers feel that 
Canada by indirection is strongly supporting the 
Fund’s belief that free gold sales at premium prices 
should be discouraged. The picture of course could 
change, should demand for free gold spurt, and that 
is what some countries anticipate. There is some 
hope that new buyers will be attracted on the belief 
that a higher official gold price may ultimately 
eventuate. 


Pressure on Official Gold Policy 


Conceivably the new relaxation of the Fund’s ban 
plus continued co-existence of a low official and high 
private gold price may engender large scale specu- 
lation on official revaluation of gold, spurring pri- 
vate demand to the extent where it will become suf- 
ficient to absorb larger supplies than have so far 
been available in open gold markets. But that re- 
mains to be seen. Doubtless a sharp increase in the 
private hoarding demand would place a new strain 
on official gold policy, with new pressures on mone- 
tary authorities to raise the price in line with the 
limited supply and increased gold mining costs. 

At any rate Canada, the world’s second largest 
gold producer, is now following the example of 
South Africa, the number one producer, which has 
been selling premium gold since 1949 under a spe- 
cial agreement with the Fund. South Africa admits 
that it is now selling about 40% of its output that 
way. While ostensibly for industrial and artistic 
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uses, much of it went into private hoards. With free 
sales limited to 40% of output, it has been said that 
the South African experience proved that the free 
gold market is not as large as many imagined, at 
any rate at the floor of $40 an ounce which the South 
African Government initially adopted. For this rea- 
son, the coming test of the markets will be particu- 
larly revealing. Gold hoarding after all is a pheno- 
menon which fluctuates in direct relation to fears of 
inflation, local currency difficulties and international 
tensions. The absorptive capacity of the free markets 
thus will largely depend on these factors. 


Free Market Premium Decisive 


Southern Rhodesia had been showing growing 
eagerness to get into the premium gold market and 
has been pressuring the Fund, as did Canada, for 
the right to sell part of its production in this man- 
ner. It is up to each of these countries, as well as 
the lesser gold producing nations, to decide just how 
far they want to go. Southern Rhodesia will remain 
a relatively minor factor since its annual gold pro- 
duction amounts to only about $18 million. 

South Africa has been selling in free markets an 
estimated $180 million of its $400 million annual 
production but recently has been averaging only 
between $38.75 and $39.25 an ounce. In the case of 
all gold countries, therefore, the future trend of the 
free market premium will be the decisive factor in 
determining gold diversion, for in each case, gold 
is also needed to bolster monetary reserves and to 
acquire hard currencies, particularly dollars, to 
balance trade accounts. 


It is doubtless true that the world’s economic ills 
can hardly be cured if this country were to raise its 
official gold price at this stage. Certainly such a step 
would contribute considerably to worldwide inflation. 
It would tend to push up the prices for American 
exports, on which the world is highly dependent, 
and thereby increase the disequilibrium in balances 
of international payments and eventually strengthen 
foreign tendencies to set up new trade barriers. It 
would raise the cost of our imports and thereby our 
internal price level, and a heavy influx of foreign 
gold would further intensify our domestic inflation 
problems on the credit front. 


Eventually, the question of raising the gold price 
may have to be faced, particularly if inflation makes 
further strides, that is, if the purchasing power of 
the dollar should decline to a level where the gap 
between official and free gold prices should become 
so wide as to force action, but it is definitely not a 
matter for experimentation. 

More important from the standpoint of interna- 
tional monetary stability is for each country to 
curb inflation and to maintain or re-establish a 
healthy monetary situation. This in itself would 
have a more decisive influence on the trend of the 
gold market and thereby on the question whether 
to revalue gold or not. Raising confidence in cur- 
rencies will automatically lower hoarding demand. 
The Fund’s latest move aims at lowering gold prem- 
iums by meeting existing hoarding demands. 
Whether it will be successful depends largely on the 
degree of confidence in inconvertible currencies and 
that of course remains a big question mark under 
today’s and prospective world conditions. 

As far as the American gold mining industry is 
concerned, nothing is changed. The squeeze of rising 
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ree Statistical Data on Leading Gold Shares 
at 
ith Tons* Annual* — Net Per Share 
ea- Milled Recovery* Production First 
cu- (Annually) Value Costs* (000 fine Half Div. Div. Recent Price-Range 
N0$ (Thous.) Per Ton Per Ton ounces) 1951 1950 1949 1950 Yield Price 1950-51 
of MIGMROTULNG@O Dh Toric iiaeees)  ~-svatevar “ Wicemga ”—Sieneeme, = ~ aaa (d) $.06 (d) $.23 3% 3%- 2% 
nal Dome Mines ................ 680 $859. $ 6.69 159 $ .38 95 76 758 4.0% 18% 19%-11% 
ets Hollinger Consolidated 1,220 9.02 7.58 286 2 51 ae .24 ws 15% 15%- 7% 
Homestock Mining . 1,265 15.23 8.83 447 59 1.82 1.43 2.508 6.5 38 47%-31 
Howe Sound ............. 137 1.855 5.29 3.67 3.00 3.6 81% 82 -33 
Lake Shore Mines 370 15.90 10.30 141 181 61 84 608 6.2 9% 12% 7% 
McIntyre Porcupine 750 10.81 8.22 205 782 3.04" 3.284 3.015 4.2 70% 72 -44 
ng Natomas 25,9739 .1210 0710 93 9 83 7 80 9.3 8% 11% 7 
nd Noranda Mines Rarer : 377 2.71 5.26 5.68 4.00 47 85 86 -63 
‘or Pioneer Gold ................ 72 17.66 15.95 35 ; 10% .184 22 3 - 1% 
n- South Amer. Gold & Plat. 15,8629 ne ; 76 155 61 7 30 5.5 5% 5%- 3% 
as Wright-Hargreaves ........ 196 16.96 10.69 83 178 157 16 9.3 1% 2-1% 
= * Latest available figures. 3 Year ended March 31, 1951. T Year ended August 31, 1949. 
an (d) Deficit. 4 Year ended March 31, 1950. 8 1951 rate. 
rO- 15 months ended May 31, 1951. 5 Quarter ended March 31, 1950. 9 Millions of cubic yards dredged. 
* Quarter ended June 30, 1951. 6 Year ended August 31, 1950. 10 per yard. 
an l — — 
lal 
ily costs will continue to affect profits, one reason why ducers lose if they profit from free market sales. In 
of gold stocks have participated but little in the stock that respect, high cost producers such as Howe 
he market advance. A recent flurry of speculative ac- Sound will be definitely at a disadvantage. McIntyre 
in tivity ebbed quickly when it became evident that Porcupine, one of the lower cost producers should 
rid the privilege of premium sales was not extended to be in far better position together with the other 
to American producers, though long range hope of such companies mentioned. 
to a development appears to keep alive a certain This is one reason why Canadian gold shares were 
amount of interest. only selectively higher and far from buoyant fol- 
lls Meanwhile, production of “straight” gold mines lowing the Fund’s relaxation on premium sales. 
its seems headed downward this year, paradoxically in Generally the tendency is to belittle the prospective 
ep the face of an overall gain in U.S. gold production Profitability of free market sales unless and until the 
mn. largely as an offshoot of increased smelting of base facts prove otherwise. Many companies, until free 
an metal ores which also contain some gold. Conversely, ™arkets look assuring, will prefer to forego premium 
nt, South African production has tended to decline be- Sales as a replacement for government subsidies. 
eS cause premium prices are causing mine manage- The Canadian Government itself apparently feels 
en ments to use lower gold content ores while saving that the potential advantages of premium sales have 
It higher grades for what they believe to be inevitably been exaggerated and that its subsidy formula can 
ur higher prices. The future trend of free gold mar- be of greater assistance to gold miners than the newly 
on kets will prove, or disprove, the correctness of this Wn privilege. There is some fear that the new move 
on reasoning. may not be without direct (Please turn to page 96) 
ce . i. ‘ ah 
Low Cost Canadian Mines in Best Position ape WORLD GOLD PRODUCTION 
of Potential benefits to Canadian gold miners depend 4O 
ap in large part on the subsidies they now enjoy, and 
ne which vary widely among individual producers. If 
a the demand for free gold should keep the price about 
$2.50 an ounce above the $35 figure, certain mines 30 
a- which receive but small subsidies or none at all 
to under the present formula stand to benefit. Among 
a these might be Noranda, Lake Shore and Wright- OTHERS 
Id Hargreaves. The relaxation should also benefit mines 
he which are primarily base metal producers and thus 2 
er do not qualify for subsidies. These incidental gold 
i producers and the established low-cost mines should 
d. gain most; high-cost producers enjoying substantial SOUTH 
n- subsidies will only benefit if free gold markets hold [yg AFRICA 
Is. substantially above the statutory price. 
he Another question of course is what percentage of 
ad production will Canada permit to be sold at prem- CANADA 
er | ium prices. Some of their output will continue to be USA. 
, required by the Government to balance payments 
8 with this country. The more important question, 1940 1948 Est. 1950 
18 | however, is how much of their subsidies will pro- 
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The Bite of the 
New Tax | 
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—WHERE AND WHOM IT WILL HIT 
By JOHN C. CRESSWILL 


Sy 


pf American public, already plentifully 
doused with multi-billion dollar demands for more 
tax money by the government, is about to reach far 
down in its pockets to meet an additional bill, this 
time for nearly $6 billion. This means that in the 
fiscal year ending next June, corporations and in- 
dividuals will pay out the stupendous sum of almost 
$68 billions in Federal taxes and, assuming condi- 
tions do not change materially, will pay the same 
amount in the following fiscal year. 

These figures are so vast that they are not easily 
comprehended by the ordinary man, if indeed they 
are understood at all by anyone, but he certainly will 
understand quite well what is happening when he 
commences to figure out what the new tax is going 
to cost him personally. The new tax bite will affect 
the average American, as well as the business con- 
cern, in many ways. 

First, his income taxes are going to be raised 
substantially; second, he will have to pay more for 
a long list of articles on which the government has 
imposed higher excise taxes; and third, as a stock- 
holder, or as the owner of a business, he will have 
to pay an additional amount twice, once on his divi- 
dends and again on the profits of his corporation or 
business. Actually, he has been paying double for a 
long time but the new added bite adds materially to 
his double jeopardy. It is not to be wondered at, 
then, that the growing tax burden is no longer being 
accepted silently but is commencing to meet spon- 
taneous resistance on the part of numberless tax- 
payers who, out of resentment and frustration, are 
unhappily turning to not-so legitimate devices of tax 
concealment and other forms of non-compliance. 
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Excise taxes are about to be raised by somewhat 
over $1 billion a year and affect a long list of prod- 
ucts. Among the principal industries affected are: 
liquor, beer and wine, cigarettes, automobiles and 
parts, and many household appliances. Liquor is 
raised from $9 to $10.50 per proof-gallon. Actually, 
it will amount to 30 cents a fifth for 100-proof whis- 
key and 26 cents a fifth for the 85-proof variety. 
This means that about 43 cents out of every whiskey 
dollar goes to the tax collector, with other liquors 
proportionate. 

Beer is raised from $8 to $9 a barrel which means 
that about a one-third cent additional tax must be 
paid on a 12-o0z. bottle. Wine is increased by 12.5‘ 
on a graduated alcoholic basis. Additionally, liquor 
dealers, retail and wholesale, will have to pay a 
higher occupational tax. Generally speaking, the new 
tax bite is not going to do the liquor industry much 
good. Liquors and beer are already quite expensive 
and the higher price that will be necessitated by the 
additional taxes is likely to cut consumption. 


Tobacco Excise Rates 


The tobacco industry is very much involved in 
the new tax set-up. The industry and consumers re- 
ceive a break in that taxes on cigars, smoking and 
chewing mixtures, are not increased. However, the 
new tax will increase the cost to the cigarette smoker 
by one cent a pack the tax rate going up from 7 to 
8 cents. Past increases in the excise tax for cigar- 
ettes have had little effect on consumption, especially 
during periods of high business activity, and it is 
doubtful that the average smoker will cut down on 
his cigarette smoking just because it is going to cost 
him a cent more per pack. 

To add to its troubles, the automobile industry 
will have to pay an increased manufacturers’ tax, 
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»which will be raised from 7 to 10%.The impost on 
‘trucks and also on auto parts, is raised from 5 to 
'8%. Automobile prices are already at such high 
‘levels that it is doubtful the new increase in the 
manufacturers’ tax can be passed along without af- 
fecting sales. A new $1200 car at the factory, for 
example, will cost an additional $36. As a matter of 
fact, the leading automobile companies have just 
raised their prices so that the additional tax increase 
is a heavy burden to the prospective buyer. This 
handicap does not apply in the same proportions to 
the parts industry, despite the higher tax, as most 
repairs are essential and the automobile owner is 
virtually compelled to pay the additional assessment. 
In other words, the parts manufacturers will prob- 
- ably be able to pass the new tax increase along with- 
out difficulty. 














- Taxes on Formerly Free Items 


The federal tax on gasoline is raised from 1.5 to 
2 cents a gallon. While this is a large increase per- 
centagewise, in actual dollars and cents, it is not 
going to cost the driver very much more than le 
is already paying, so that the new excise tax boost 
is not likely to interfere with the current high rate 
of gasoline consumption. On the other hand, it must 
be recognized that with practically all states im- 
posing heavy taxes, the new impost adds to the gen- 
eral expense of running cars and trucks and it is 
probably true that the total taxes taken from this 
source are close to a limit. Additionally, diesel oil, 
hitherto free, is now taxed at 2 cents a gallon, which 
will raise the cost of railroad operation. 





at : ; 

yd- A new 10% tax is now applied to many items 
-e: | which formerly were free. Among them are: dish- 
nd | Washers, electric mangles, clothes dryers, floor pol- 


is ishers and waxers, lawn mowers, hedge clippers, 


ly, food choppers, ice cream freezers, motion picture 
is- slide projectors, washing machines and vacuum 
ty. cleaners; also, cigarette lighters, fountain pens, 
ey | mechanical pencils and ball point pens. 
rs Not all is gloom, however, since our Solons in 
Washington have finally repealed the tax on baby 
ns | oils, powders and lotions, a noteworthy victory for 
be the mothers of the land. Also the tax on telegrams, 


Oo cable and radio dispatches have been reduced from 
ior | 25% to 20% and the 314% tax on electrical energy 
-q | repealed, so that these various public utility and com- 
munications industries should be benefited. Devotees 


ew 
ich | of the art of photography will be pleased in that the 
‘ve | present 25% tax has been cut to 20%. Except for 
he | beer and liquor, the termination date on excise tax 


increases is April 1, 1954 when they will no longer 
be effective. 

The individual does not often realize the scope of 
excise taxes and their affect on the national economy. 
in For example, in 1939 they amounted to only $1.8 
billion and now will be almost $9.5 billion. Many of 


re- 
nd | these taxes have tripled and some have quadrupled, 
‘he | and of equal importance, the list has lengthened 
sey | from time to time. These taxes have now risen to 


to | a point where price control becomes more difficult, 
ar- | So that Government policies have become contradic- 
llv | tory in that it orders the OPS to hold prices in check, 
is | at the same time that it compels business to charge 
on | more for its products by raising taxes on these 


ost products. 

In our last issue, we covered the new corporate 
try | tax law in considerable detail but for the conveni- 
ax, | ence of our readers, we will enumerate the principal 
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features. The first is that the combined income and 
surtax rates are increased from 47 to 52%, with 
the effective rate on excess profits boosted from 
77 to 82%. The second is that the ceiling on the 
combined rates, including excess profits is raised 
from 62 to just under 70%. The third is that the 
tax is retroactive to April 1. It is estimated that on 
a yearly basis, the new law will cost the corporations 
an additional $2.1 billion in taxes and will bring 
their total up to over $22 billion against the present 
$20 billion. 

Adding to this amount almost $1 billion state 
corporation taxes, the total cost is $23 billion, or 
approximately 50% of net income for all corpora- 
tions in the U. S. Remaining profits still may be 
substantial enough to permit continuation of the 
current regular dividend rates but it is to be ex- 
pected, especially in cases of companies which do 
not possess too wide a margin of earnings over the 
dividends, that payment of extras may be more 
limited than otherwise would have been the case. 
As stated in our last issue, the amount involved in 
accounting for the retroactive portion of the tax 
may be included in toto in either the third or fourth 
quarter earnings statements so that some corpora- 
tion earnings for those periods may be adversely 
affected. 


The New Individual Income Tax Rates 


Individuals fare better than corporations this year 
inasmuch as the new rates do not go into effect until 
November 1 whereas corporations are subject to a 
retroactive tax, as of April 1, 1951. Individual tax- 
payers, therefor, will pay only one-sixth of the in- 
crease this year but will bear the full brunt next 
year. 

Other changes are that withholding rates are 
boosted from 18% to 20% but the exact date when 
the new rate becomes effective has not yet been 
established by the Treasury. Also, unmarried heads 
of households as, for (Please turn to page 102) 






































Changes In Excise Taxes | 
nhaaaea west 
Old New | 
Law Law 
Baby Oils, etc. 20% No tax | 
Beer (barrel) $ 8.00 $ 9.00 | 
Cameras and photo apparatus 25% 15% | 
Cigarette and pipe lighters No tax 15% | 
Cigarettes (pack) $ 0.07 $ 0.08 | 
Cosmetics for barbers, beauty shops 20% 20% | 
Distilled spirits (gallon) $ 9.00 $10.50 
Driers, floor polishers, freezers, power | 
mowers, electric razors No tax | 
Electric energy 343% No tax 
Fountain and ball point pens & mechanical | 
pencils No tax 15% 
Gasoline & Diesel Oil (gallon) $ 0.015 $ 0.02 
Golf, tennis and sporting goods 10% Upto 15% 
Mangles, dishwashers, clothes No tax 1 
Medicinal alcohol (gal.) $ 3.00 
Passenger cars and motor cycles 7% 10% 
Photo film 15% 15% 
Plug and twist tobacco (pound) $ 0.18 No Change 
Telegraph, cable, radio messages 25% 15% 
Trucks, busses, parts, accessories 5% 8% 
Water transport of oil by owner No tax No tax 
1 Manufacturers tax on most items. 
pomencestate 
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NEW RAIL UNION STRATEGY 


By E. K. T. 


MOVEMENT for a nationwide union shop covering 
more than 1 million non-operating railway em- 
ployees is underway and gaining momentum. The 
unions have picked a task force which will go to bat 
with the operators near the month’s end—and the 





WASHINGTON SEES: 


The “untouchable” item of costs involved in de- 
velopment of atomic energy and weapons finally 
has been taken in hand by congress and the 
result should be all to the good, for it marks the 
first time that the fund appropriaters have dropped 
an apparent fear of something many have said 
was growing into a Frankenstein. 

The situation was reminiscent of the first three 
months of FDR’s tenure in the White House. The 
President completely dominated the legislative 
branch; he brought into existence the frankly 
marked “must” legislation, and the tag was taken 
to mean just that, the bills passed or the money 
voted without a whimper of protest .It was the 
era when Mr. Roosevelt dictated the policy of 
passing legislation even though reasonable doubt 
of its constitutionality persisted (the language was 
to be spoken formally later on). Then one of the 
less timid congressmen arose in the house, lam- 
basted the Administration. Amazed colleagues of 
both parties saw that the walls didn’t come 
tumbling down, took courage, and congress began 
asserting its independence. 

The Atomic Energy Commission has had to do 
little more than ask for a blank check. Any con- 
gressman suggesting that details should be sup- 
plied was stared down by his associates and the 
AEC—and no details came even though steel, 
bricks, and cement were involved, not technical 
formulae. 

The house appropriations committee has moved 
to stop that. It has looked into the overtime pay- 
ments on two projects, the “premium prices” paid 
for scarce materials, and has called back a 
quarter billion dollars voted earlier. AEC will 
get it back only when the outlay is shown justified. 
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operators involved are 300 Class 1 railroads which 
have not signed union shop agreements. The resist- 
ance on the part of the employers is expected to be 
firm; yet several of the huge roads already have 
signed up. Effect of a nationwide union shop is not 
hard to visualize: it means the greatest mass of 
power the employees have ever accumulated. 


UNIONS, however, are not thinking solely of wages 
and hours, collective bargaining and strikes. They 
have other programs as, for example, defeat of the 
notion that widely advertised brands are preferable 
to other commodities. Producers and retailers of 
branded goods will put 14 million dollars into insti- 
tutional advertising next year, pointing out that a 
maker or handler of an item stands back of it only 
if it is a thing of quality, and that the mass sales 
and distribution cut unit costs. The unions are pre- 
paring a campaign charging that formulae are the 
same in many branded and “unknowns” and that 
labels are best protection. 


FARMERS, as expected, are making out a good case 
for more general allotments of steel and other scarce 
materials for agricultural implements. Their national 
leaders, supported by Department of Agriculture 
experts, say operation at this year’s level is necessary 
if layoff (for want of equipment) is to be avoided 
on the farms next year. National Production Agency 
is making the customary protest that there isn’t 
enough to supply all needs, but isn’t putting up a 
fight against steering more tonnage to the agricul- 
ture supply shops. 


DEMOCRATIC high command isn’t under-estimating 
the factors working against its success in putting 
over a Presidential candidate next year, yet sees 
some major factors working on the positive side. 
The fact that GOP Chairman Guy Gabrielson made 
the headlines on RFC contacts at a time when Demo- 
cratic Chairman William Boyle was on the griddle 
for the same thing is taken as cancellation of that 
issue—an optimistic viewpoint to be sure. Dixiecratic 
opposition is dismissed with a review of what hap- 
pened “last time.” But even President Truman is 
outspoken on the real basis for democratic belief the 
party can win: National prosperity. 
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The estimated 20-day new lease-on-life given 
Presidential legislative hopes by failure of congress to 
meet its October 1 adjournment day plans probably won't 
be productive, from the White House standpoint. Goal 
seems to be a cleanup, as originally planned, taking on 

no new extensive projects. Mr. Truman's insistence that 
the Capehard and Herlong amendments to the price bill be 
amended out of their original shape has brought ona 
strategem of delay via the process of loading the legisla- 
tion with amendments. That will be all right with business 


and industry. 


But businessmen look with disfavor on a recent 
action by the senate banking and currency committee, 
approving a bill numbered S. 2170. It proposes to allow 
price increases to cover increased costs of production 
on an industry-wide basis, rather than on an item basis as 
provided in the present law. It's a meaningful change. 
Both manufacturers and retailers have tried to avoid the 
"industry standard" because of the wide-open door to inequities. To achieve an 
industry standard under this proposal, it's obvious that some producers will be hoisted 
up to the median, others must be toppled down to that imaginary line. A forceful lobby 
is operating, its spokesmen optimistic. 


















































Government agencies should get together on whether the inflationary cycle has 
reached its peak or is still on the upward climb. Each week the defense agencies come 
forth with a new shortage forecast -- "just around the corner." Other agencies take a 
contrary view with the President's economic advisers leading the cheerful notes; they 
say the "trends" denote a real closeness to normalcy. It could be coincidence -- could 
be, that is -- that the forecasts closely match the needs of the forecasting agency 
or its purposes. 




















The house committee on ways and means has completed its study of HR 1535, 
is racing against the permissives of the time table -- probably winning the race. This 
is the legislation which would "simplify customs procedures. But the congressional 
process of simplification usually puts more into a body of regulations than it removes. 
And there's a sleeper in this one: a proposed section would allow merchandise of $10 or 
less value to be mailed into the United States duty-free. There's no limit on the number 
of parcels that could be sent in here from, say, a mail-order house operating in Canada 


or Mexico. The department stores are especially concerned, opposed. 



































Administrator Michael Di Salle's favorite story is to the effect that he set 
up shop here with one cubbyhole office, a desk but no chair, and no secretary. The story 
is vastly different today. In addition to a small army of employees here and in the 
field there had been, up to October 1, 596 pricing orders promulgated. These were 
basic orders, amendments thereto, supplemental orders, instructions on procedure, 
general regulations and exceptions thereto, several thousand press releases, dozens of 
Di Salle speeches explaining previous explanations. And the courts steadfastly hold: 
"Every person is presumed to know the law.” 























Knowing the law isn't going to be easily acquired knowledge under the amended 
Revenue Act. It will be some time before the language, let alone its meaning and 
application to business, can be assimilated. Good guess is that there will be more than 
70 changes in the Revenue Act as it stood at the beginning of this fiscal year. A 
Washington representative of a business group was asked to explain the tax outlook 
briefly and in understandable language, for circularizing the membership. He did it. 
"They (the taxes) will be higher," he wrote. 




















There will be no aluminum "death edict," the NPA assures by way of taking 














direct issue with the claims of the senate small business committee. Said the senators: 
"Despite the furor which was caused by a proposal last winter to close down some 14,000 
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fabricators making 2UU prohibited items and the subsequent repeal of the order, this 
path has been chosen again, to take effect January 1, 1952." 








The senators aroused NPA to an unusually vigorous reply by what the defense 
mobilizers and controllers regarded a "low punch." The lawmakers accused the agencies 
of adopting an attitude that the aluminum industry is not dying fast enough and should 
be assisted along that route -- they called it "Operation Guillotine." Predicted was 
that 75 per cent of all aluminum fabricators will be out of business within the next 
eight months, and that the aluminum shortag2 will be over by that time. NPA's answer 
added up to: no such order in contemplation! 





























——————— 


to whatever the analyst decided the problem was in the first place. But there are_ 
certain fundamentals that can't be overlooked. It's possible to detect a slight lull 
in the defense spending activity, but the driving force still is there. The goals Set 
when the Korean situation's first shock wore off, still are in sight. There appears 

to be no change in the plans for a 3.5 million man military force, and that, naturally, 
carries with it the necessity of equipping it and stationing "the men behind the men." 
It was contemplated that industrial expansion could be encouraged, brought along to a 
point where it would take care of extraordinary military and normal civilian needs by 
1953. 























The fiscal experts in the Pentagon worked the cost figures up from cotter 
pins to carriers. They saw then and see, generally, now a gradually rising produc- 
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a month, come 1953 and the high mark. Full equipment of this country's military might 
and those of sharing countries would be achieved by then. Gradual decline in costs 
might be expected. The military and industrial mobilizers don't see it very dif- 
ferent today. And that is what accounts for the fact that Charles E. Wilson and his 
associates are hammering on the theme that controls have a semi-permanency; that 
they won't be out of sight until 1953. "At the earliest," they add to provide them- 
selves a fair margin of safety. 




















There's nothing in the analyses from the Penatgon, transmitted to congres- 
sional appropriations committees to support reported demands for even larger armies 
and outlays. Senators and representatives hear a 5 million defense manpower is 
contemplated, cannot pin down anybody in authority; and they hear of another 15 to 
30 billion dollars needed. Part or all of the latter could be true -- caused by an 
enlarged striking force, continually mounting costs, or a switch of basic policy to 
adopt Senator McMahon's proposal for heavier concentration on preparing for war with 
atomic weapons. 


























The McMahon proposition excited comment and speculation in many quarters. 
One of the best-informed men on the subject, Chairman Gordon Dean of the Atomic Energy 
Commission, cast doubts on the availability of atomic weapons to wage a major part of 
war, even assuming the time for their fashioning were to be available. (McMahon 
obviously hadn't conferred with Dean, his former law partner and political protege.) 
Old-line military men pooh-poohed the whole idea. But the White House, a few days 
later, issued a statement revealing that the Soviet Union had exploded "another atom 
bomb" recently. It was the first time that Mr. Iruman admitted that the first explo- 
sion in Russia was a bomb; it was termed only an atomic explosion. And, significant in 
the light of Senator McMahon's plea was the Presidential comment: "This event con- 
firms again that the Soviet Union is continuing to make atomic weapons." 















































Municipalities which started this year with a good legislative outlook from 
the standpoint of federal legislation lifting -- or shifting -- the local tax burden, 
didn't do very well. There was bright prospect at the beginning that an aggressive 
civilian defense program would be financed from Washington. Outcome: virtually 
nothing. An inter-governmental commission on taxation which was designed to give 
states and cities a better break on liquor imposts, fell by the wayside. Flood relief was 
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The Economic and Military Position 


* of TURKEY * 


—The Key to Middle 


Eastern Defense 
By V. L. HOROTH 


he economic and 
political situation in the 
“Middle East,” the stra- 
tegically extremely im- 
portant land mass at the 
meeting point of three 
continents, has been none 
too happy. Iran, in the 
hands of a reckless na- 
tionalist, is far on the 
road to self-destruction 
from which only a mir- 
acle can save her. Israel 
is in the midst of a seri- 
ous econemic crisis, and 
the Arab states, in search 
of new political, economic 
and social standards, are 
unstable and _ incapable 
militarily of any resis- 
tance. Turkey is the only 
real bulwark, next to 
Greece, on which the 
West can count in the 
Middle East in case of a 
crisis. 

Like another outpost of the Free World—Finland, 
to which it is linguistically related—Turkey has a 
natural, deep aversion not only for what she calls 
“Red Czarism” but for anything that smacks of 
Russia. For this reason, few countries are as free 
of a communist fifth column as Turkey. Like the 
Poles, the Turks see in Russia a traditional enemy, 
and this gives the country an additional inner 
strength which did not and does not exist, for 
example, in the case of Czechoslovakia or Spain. 

Thus the Turks are natural allies of the West, 
and the response with which they sent an armed 
contingent to Korea is proof of it. They have been 
standing by the West ever since 1945, when Stalin 
showed his hand by demanding the right of co- 
determination in the Dardannelles and the two east- 
ern Turkish provinces of Kars and Ardahan. They 
have a lot to offer, too. Turkey, which is about one- 
tenth larger than Texas, stretches for 900 miles 
from west to east along the underbelly of Russia. 
In the west, it guards the Black Sea Straits, and in 
the east, her mountains, towered by Mt. Ararat, 
some 17,000 feet high, offer a great natural obstacle 
to any invader from the north. Once this natural 
barrier is crossed, however, the invader could fan 
out easily over the Syrian plains to the Suez Canal 
and to the fabulous oil fields of the Arabian penin- 
sula. 


OCTOBER 20, 1951 





A nation of 
some 21 million 
people — the larg- 
est between Italy 
and Pakistan — 


Turkey has the 
biggest standing 
army next to 


Spain, and could prob- 
ably muster a field army 
of 2 million men in case 
of war. The Turkish GI, 
the ‘‘Mehmetchik,” is per- 
haps lacking in initiative 
and is slow in learning to 
operate and repair mod- 
ern fighting machines, 
but like his Spanish 
counterpart, he is tough 
and brave, and frugal be- 
yond the imagination of 
Westerners. Even the old 
Ottoman Army, ill 
equipped as it was, 
stalled the Russians with 
the help of the rugged 
terrain in the mountains 
of Trabzon (Trebizond) 
and Erzurun. A_ well- 
equipped Turkish army 
could probably pin down 
as many as 25 Russian 
divisions for some time 
at least. 

If Franco’s Spain is 
worth some $300 to $400 
million to us in military 
aid, Turkey is certainly 
worth every bit as much 
and more. As a matter 
of fact, the value of Tur- 
key to the Western de- 
fenses has long been recognized by Washington. In 
1947, she received certain guarantees within the 
framework of the Truman Doctrine and special as- 
sistance which aggregated over the last few years 
nearly $300 million, for the modernization of her 
army, the building of airfields, and other military 
projects. 


Phote by Wide World 


Turkey in N.A.T.O. System 


There will soon be a system of efficient highways 
from the Mediterranean ports into the interior. One 
of the main strategic roads, almost finished, runs 
from Iskenderun at the head of the Bay of Alex- 
andretta at a northeast angle to Erzurun and thence 
to the Soviet border. New highways and railways 
are pushed through the Turkish “far east,” the prim- 
itive areas near the Iranian border, which are rich 
in minerals, such as copper, lead and chromite, and 
where recently oil also was found. 

The latest recognition of Turkey’s key strategic 
position was her inclusion last month, along with 
Greece, in the N.A.T.O. defense system. This means 
that bringing the Turkish army up to European 
army standards will not only be America’s but also 
Western Europe’s responsibility. The military as- 
sistance to Turkey during the current fiscal year 
may possibly reach $250 million, as against $200 
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Turkey: Chief Economic Indicators 




















Gold & Money Wholesale Exports = #2  ———— —National Budgets Elect. 
Dollars Supply Prices Imports Receipts Expend. Military = Milit. % Gen. Cap. 
($000,000) (000,000 T£) ‘37100 (000,000 T£) (000,000 T£) of total (100 kwh) 
1938 sp . 1041 364 100 145 127 895- 940- 492° 52% 178 
1947 208 1,516 435 625 685 1,021 1,136 425 37% 247 
1948 180 1,710 468 551 973 1,218 1,243 376 30% 308 
1949 164 1,700 505 694 968 1,483 1,428 530 37% 380 
1950 164 2,034 454 738 788 1,312 1,487 458 31% 450+ 
1951 
March 167 519 1,156 8894 
June 162 475 604 1,0684 : 
July 164 457 oe oe 
1 1940 % Quarters at annual rate 
= average 1942-45 4 estimate 
Note: Turkey’s chief customers in 1950 were Germany (21%) of exports, U. S. (17%), U. K. (14%), Italy (6%) and France and Czechoslovakia 
(each 4%); Turkey’s chief sources of imports were: U. K. (10%), U. S. (25%), Germany (18%), and Czechoslovakia, Italy, and France 
(each 5%). 

















million set aside but not entirely spent in the 1950 
fiscal year. 

For the economic assistance of Turkey, about 
$160 million were either disbursed or set aside. More 
than a half of this amount represents ERP grants; 
the remainder are various loans, including those 
made by the Export-Import Bank for about 30 mil- 
lion, largely for railway and highway equipment, 
steel and paper mill machinery, and electrical equip- 
ment. The International Bank lent Turkey last year 
25 million mostly for long range projects aiming at 
the exploitation of Turkish resources. Included is a 
$9 million loan to the Industrial Development Bank 
which is to finance the cost of imports for industrial 
development projects undertaken by private enter- 
prise in Turkey. 

Compared to Spain, for example, the situation in 
Turkey is not only economically but also socially 
more stable. During the 30 years of economic and 
social revolution, directed first by the Ataturk, the 
father of modern Turkey, Mustafa Kemal, and later 
by the best intentioned men around Presidents Ismet 





U. S. Trade with Turkey in 1950 


(In Millions of Dollars) 





Imports from Turkey Exports to Turkey 


Tobacco $31.7 Tractors & agri. mach. $13.7 
Ferroalloys (chrome ore) 8.1 Structural steel, etc. 11.7 
Hazelnuts, etc. 4.8 Elect. machinery 5.0 
Carpet wool, etc. 44 Grains 4.0 
Drugs, herbs, etc. 3.3. Construct. mach. 37 
Copper 1.2. Mining machinery . 2s 
Meat products 1.0 Industrial machinery , 25 
Others 3.3. Others : ~ 


Total sis1.cs OND Total $58.8 











Note: Turkey‘s chief exports in 1949 were: (in millions of Turkish liras) 
Tobacco (295) U.S.A., Germany, U.K., Canada 
Cotton (75) Germany, Czecho, France 
Hazelnuts (44) U.K., Germany, U.S. 

Raisins (46) U.K., Germany 
Chrome ore (30) U.S., Austria 


Turkey's Chief imports were in 1949: (in millions of Turkish liras) 
Iron and steel (87) U.S., U.K., France, Germany 
Machinery (67) U.S., Germany, U.K. 
Petroleum products (62) Saudi Arabia, Iran 
Cotton Textiles (62) Czecho, Italy 
Woolen Textiles (50) U.K. 
Agri. machinery (46) U.S., U.K. 
Wheat and our (41) U.S. 











ie | 


Inonu and Celal Bayar (the latter, incidentally, is 
a banker and economist), no other Middle Eastern 
country has accomplished so much so rapidly as Tur- 
key: religious authority was limited, centuries-old 
customs abolished, a new written language developed. 
There are towns, the capital Ankara among them, 
which look like California boom towns, with sky- 
lines broken by smoke stacks of modern factories 
—‘‘Ataturk’s minarets.” 


Progress in Industrialization 


In an effort to create a strong, modern state, the 
Ataturk concentrated on industrialization. For the 
first ten years, the new Turkey relied on domestic 
private enterprises to bring about industrial de- 
velopments. Though the progress was encouraging 
considering the limitations of available investment 
capital and managerial skill, the Government was 
too impatient. Hence at about the time of the great 
depression, the Ataturk instituted a state-controlled 
economy, “etatism,” and initiated a series of rather 
loose five-year plans modeled first along those of the 
Soviet Union, by which Turkey hoped to achieve 
economic self-sufficiency quickly. 

The “‘etatist” policies were directed by the Sumer- 
bank (Industrial Bank) and the Etibank (Mining 
Bank), and came first under the influence of Russia 
and later of Germany which was intensely interested 
in the development of Turkish copper and chromium 
deposits for her own ultimate uses. The principal 
accomplishments of the “etatism”’ are: Turkey has 
now a steel plant with an annual capacity of some 
350,000 tons of steel; there is a cotton and woolen 
textile industry which, despite the fact that its prod- 
ucts are somewhat crude and limited, supplies about 
80% of the domestic consumption; there are a num- 
ber of cement plants, paper mills, glass factories, 
rayon and chemical mills, and even some small 
machinery plants. 

Whereas a part of the industry is still privately 
controlled, most of the mining is in government 
hands. Foreign owned mines were largely expro- 
priated. Mining operations are carried on in coal 
(production has about doubled since the government 
took over), lignite, iron ore, copper (about 10,000 
tons a year), chromium ore, sulphur, manganese, 
emery, borax, and others. (Please turn to page 100) 
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y ee has been try- 
ing a reducing diet. Results 
thus far have been quite en- 
couraging. Excessive flabbi- 
ness, so unbecoming with 
voungsters, gradually is dis- 
appearing. Although condi- 
tions scarcely are favorable 
for regaining the vigor that 
characterized last year’s 
growth, the industry is headed 
for a better state of health 
than prevailed six months ago. 
From the standpoint of the 
investor, too, the outlook is 
more reassuring, for repre- 
sentative electronic stocks have undergone a thorough 
readjustment and are being more realistically 
appraised. 
Excessive inventories have constituted only a 
minor problem. Many other significant factors must 
be taken into account in viewing prospects for man- 
ufacturers of electronics equipment and for other 
interests affected by the rapid growth of this new 
form of entertainment. Naturally, while the national 
defense program is in full swing, the industry’s 
chief worry is centered on obtaining essential ma- 
terials and on endeavoring to obtain satisfactory 
military orders to compensate for loss of civilian 
markets. How long uncertain conditions will pre- 
vail and how successful various managements will 
be in solving problems as they arise, represent 
questions difficult to answer. It appears reasonable 
to point out, however, that the radio industry not 
only survived but prospered in World War II under 
a more troublesome than those prevailing 
today. 


Future of Color TV 


Another serious handicap stems from the intro- 
duction of color television. This complication prom- 
ises to be present for a long time to come, so that 
its effects seem likely to be minimized in due course. 
There is little doubt but that color eventually is 
destined to be generally adopted because of its pow- 
erful appeal as an advertising medium. Just as the 
visual presentation far surpasses radio in promoting 
the sale of consumer goods, so color television seems 
capable of outstripping black and white messages. 

Accordingly, advertising revenues from color tele- 
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Despite its present difficul- 
ties, the television industry 
has unquestioned growth 
potentials that could be 
highly rewarding to the in- 
vestor. But many are the pit- 
falls for the unwary. 
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TELEVISION 


By GEORGE L. MERTON 


eri in 


vision readily might be expected to grow by leaps 
and bounds. Industry experts believe, however, that 


the question of a satisfactory svstem may not be 
settled for another five years. Manufacturers can- 
not afford to begin large scale production of re- 
ceivers until there is a real market, and public 
demand is unlikely to develop importantly until color 
telecasting is fairly constant and acceptable. Thus 
color appears to be a long range favorable factor 
that need not be given too much weight in today’s 
markets. 

Of more immediate importance for the industry 
are credit regulations governing installment sales 
and materials allocations. Thus far the industry 
appears to have been able, for the most part, to ob- 
tain sufficient copper, aluminum, steel, rubber and 
other essential supplies. Where such materials as 
cobalt have been unavailable, substitutes have been 
found or developed. In any event, few manufacturers 
have admitted being unable to obtain sufficient ma- 
terials to produce the number of sets required by 
distributors. As a matter of fact, output has been 
seriously cut back for the last six months. Some 
plants closed down completely for several weeks 
during the summer. Demand had been overestimated, 
particularly as a result of imposition of stiff credit 
controls. 

Inventories piled up in the hands of distributors 
and dealers as well ag at the manufacturing level. 
This situation developed early in the year when a 
splurge of buying swamped retailers immediately 
after the Christmas holidays in a normally dull per- 
iod. Fear of price advances coincident with adoption 
of controls apparently spurred consumer buying in 
appliances as well as in soft goods. Despite assur- 
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THOUSANDS MONTHLY OUTPUT OF T.V. SETS 
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ances of plentiful supplies of television sets and 
other such items, dealers stocked their stores and 
rented warehouses which they filled to capacity. 
Thus, when public buying suddenly dried up as talk 
of a Korean cease-fire gained attention, dealers 
found they had large sums of capital tied up in sets 
that were eating up storage fees. Price cutting 
developed that further depressed consumer demand. 

Partly as a result of pressure from union labor 
leaders whose members were being kept idle by 
reduced production schedules, credit rules were re- 
laxed a few weeks ago. Meantime, other events 
stirred public interest in telecasting and demand 
for sets revived on a modest scale. Indications are 
that, although volume may fall short of last year’s 
fourth quarter, manufacturing may revive to some 
extent in coming weeks. Thus representative com- 
panies should be able to report a fairly satisfactory 
year. Excellent results of 1950 are unlikely to be 
duplicated. A measure of assurance is afforded by 
the fact that boom conditions of recent years pro- 
vided a favorable average earnings base on which 
excess profits taxes may be calculated. 

Before considering several controversial problems 
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having to do with long range planning, such as sub- 
scription television and telecasting of sporting 
events for private use of theatres, it may be well to 
review a few statistics shedding light on the trend 
of manufacturing operations—which, of course, car- 
ry greatest weight in determining earnings results 
over the immediate future, so far as leading repre- 
sentatives of the industry are concerned. First we 
may see what has been happening in production. 


Downtrend in Output 


Output of television sets in August dropped to 
146,705 from 720,600 in the corresponding month 
of 1950, continuing a downtrend which had been in 
force since March. Thus the month’s production fell 
to about one-fifth that achieved in the correspond- 
ing month a year ago, the sharpest cutback thus far 
recorded. Vacation periods in some plants, extended 
longer than usual, accounted in part for the unusual 
decline. 

For the first eight months productien came to 
3,633,516 sets, representing a decline of about 13 
per cent from the total of 4,184,000 in the corres- 
ponding period a year ago. September figures due 
shortly are expected to disclose a gain over August, 
but totals are likely to be well below the figures for 
the same month of 1950. Output for the calendar 
year is expected to approach 5 million sets—a rather 
sizable production—but this would represent a de- 
cline of about 33 per cent from last year’s total of 
about 7.5 million sets. 

Radio sales also have been declining. Results in 
this department must be considered in appraising 
television companies, for many concerns engaged 
in producing TV sets also are major suppliers of 
radios. Output in this category fell in August to 
563,407 sets, according to the manufacturers’ asso- 
ciation, from 1,303,700 in the same month a year 
ago. For the first eight months of the year output 
was slightly more than 3 per cent lower than in 
1950 at 8,977,232 sets, compared with 9,303,000 in 
the corresponding months of last year. 


Prospects for Radio Sales 


Christmas still is the big season for radios, how- 
ever, and with national income steadily rising, man- 
ufacturers are hopeful of a normal pick-up at that 
time. Progress in styling and in introduction of new 
features suggests that retail sales may be stimulated 
for popular priced radios. Such a showing would 
help counteract declining tendencies in TV. 

Price-cutting has been less evident in radios than 
in television, and generally speaking most dealers 
are holding to list prices. Discounts are the rule, 
however, on television sets and only in recent weeks 
have some aggressive dealers tightened up in an 
effort to restore normal prices on popular priced sets. 

While examining facts and figures, it may be time- 
ly to study the earnings trends of leading representa- 
tives of the industry. In this connection, a tabulation 
of relevant statistics is presented for ready refer- 
ence, and the information included there will prove 
useful in comparing individual stocks. Typical stocks 
in this group show a wide range of earning power 
and current return on investment capital. Some man- 
agements feel that a generous dividend is warranted 
under favorable conditions, while other companies 
need to retain as much profits as possible to plough 
back into the business. 


THE MAGAZINE OF WALL STREET 








leade 
phas 
of tl 
wide 
casti 
TV 1 
casti 
this | 
m: a 
divid 


a sul 
but n 
divid 
for |] 
last 3 
feel ¢ 
dend. 
lieve 
trols 
bette: 
a sha 


below 
presu 
auto | 
for tl 
gins. 
fall o 
dustr 
its in 
prom 
eight- 

Otl 
some 
places 
an int 


Admi 
Avco 
Colu: 
Corn 
Du M 
Emer: 
Gene 
Intert 
Magn 
Moto: 
Philcc 
Radic 
Rayth 
Spark 
Strom 
Sylva 
Zenitt 





am £3 ASD em oh 





Octo 





Be ta-_wwVs (CU 


© 


—- KF Oo 


OE 
— 


W- 


at 
WwW 
ed 
ild 


an 
rs 
le, 
ks 
an 
ts. 
ne- 
ta- 
ion 
er- 
yve 
ks 
ver 
an- 
ted 
ies 
igh 


Radio Corporation of America is regarded as the 
leader in radio and television, since it reaches all 
phases of the business. The company not only is one 
of the largest set manufacturers, but produces a 
wide variety of equipment for construction of tele- 
casting and radio stations. Nationwide radio and 
TV networks are operated by the National Broad- 
casting Company subsidiary. Although net profit 
this year may dip to $2 or $2.25 a share from $3.10 
in 1950, adequate margin for the indicated annual 
dividend appears likely. 


Other Earnings Projections 


Earnings of Admiral Corp. are expected to show 
a substantial decline from last year’s $9.53 a share, 
but management should be able to maintain a modest 
dividend. Dumont Laboratories likewise is headed 
for lower earnings approximating about half of 
last year’s $2.87 a share, it is believed, but investors 
feel confident of maintenance of the $1 annual divi- 
dend. Emerson Radio & Phonograph, which is be- 
lieved to follow a policy of maintaining close con- 
trols over costs, may be able to make a relatively 
better comparison with the 1950 showing of $3.37 
a share. 

Motorola’s earnings are projected at a figure well 
below 1950 results of $14.56 a share, and the decline 
presumably reflects in part a cutback in sales of 
auto and home radios. Costs of shifting to war work 
for the armed forces also may have depressed mar- 
gins. Philco’s sales and earnings are expected to 
fall off about in line with the average for the in- 
dustr. Zenith is expected to show wide coverage for 
its indicated $3 annual dividend, although net profit 
promises to be well below the $11.43 a share for 
eight-months fiscal year ended last December. 

Other companies participating in television to 
some extent include Columbia Broadcasting, which 
places most emphasis on telecasting, but also has 
an interest in set manufacturing; General Precision 


Equipment, stresssing production of equipment for 
theatre and large screen reception; Paramount Pic- 
tures, interested in television subscription plans and 
in development of a color tube as well as in its large 
investment in Dumont Laboratories; Sylvania Elec- 
tric Products, interested in radio and TV set output; 
and United Paramount Pictures, which is working 
on a merger with American Broadcasting Corpora- 
tion. 

This brings us to other major aspects likely to 
affect the industry’s growth and have a far-reaching 
effect on investment values of the companies in- 
volved. Because many political questions are in- 
volved, it is not easy to foresee what may happen 
to govern regulations concerning adoption of sub- 
scription television and granting of exclusive rights 
to telecasts, for example, so that sporting events 
may be presented to theatre audiences rather than 
to the general public. Many conflicting interests are 
involved in a solution of problems and no one knows 
what the final outcome may be. 


Extension of Telecasting 


It seems likely, however, that growth in the direction 
of some form of exclusive telecasts is to be expected. 
Hence major theatres in almost every large city hav- 
ing television facilities may be expected to install 
large screen equipment. This should prove favorable 
For General Precision Equipment as well as for 
other manufacturers of special electronics devices, 
including Radio Corp. A network of theatres having 
such facilities would permit presentation of special 
performances of Broadway stage plays or Holly- 
wood spectacles on special occasions. There is no 
question that potentialities in this direction have 
barely been visualized. 

Subscription television also is expected to offer 
interesting possibilities—chiefly for movie producers. 
Tests have indicated a public interest in good pic- 
tures which may be tuned (Please turn to page 96) 
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Statistical Data on Leading Manufacturers of Television Sets and Parts 














—_———Ist Half 195] — — 1950- 
Net Net Net Net Net Net Recent Div. Div. Price Price Range 
Sales Margin Per Share Sales Margin Per Share Price 1950 Yield Earnings 1950-51 
——{mil.)—— ——{Mil.)— Ratiot 

MOAIOIGE CORD 2! syccsetcccteccdeak cette $103.5 3.9% $2.12 $230.3 8.1% $9.53 25% $1.00 3.9% 2.6 39%4-17% 
PES TARR scone ate cates cascuiataen <eabuctaats 210.919 3.6 8410 256.99 49 1.479 7% 6015 = 8.1 5.0 9Ve- 5% 
Columbia Broadcasting “A” ... Fis 2.8 1.29 124.1 a2 2.39 287% 1.60 5.5 12.0 40%-21% 
Cornell-Dubilier Electric ................ 26.211 5.4 3.2011 23.91 aa 3.961 19% 1.0013) 5.1 5.0 20-10% 
Du Mont (Allen B.) Laboratories “A”. 25.6 4 .02 76.0 9.0 2.87 17% 1.00 5.8 5.9 27 «~-13% 
Emerson Radio & Phonograph ............. ... 1.5712 74.12 8.7 3.372 15 1.0013 6.6 44 18%- 7% 
General Instrument .................... 5.8 (d).6 (d).06 25.8% 47 2.523 8% .40 4.6 3.4 13%- 7% 
International Tel. & Tel. 118.0 7.3 1.27 216.9 9.1 2.38 18 6014 3.3 7a 19%- 9% 
Magnavox .........00..... 44,14 5.0 3.014 31.75 6.3 2.815 17% 1.5013 8,7 5.74 24%4-10% 
PAROS NING ose coc cceccsseckntss .. 73.4 5.1 4.27 177.1 Ta 14.56 52% 4.50 8.5 3.6 53 -21% 
CULE OT | RS a eee ee W710 a7 1.75 335.3 4.6 4.29 27% 1.6014 5.8 6.3 27%4-16% 
Radio Corp. of America . 302.3 5.1 1.02 584.4 YS. 3.10 24% 1.0013 4.1 7.8 24%4-12% 
Raytheon Mfg. ooo. 89.68 = 2.4 1.128 59.57 15 A497 11% 10.28 —13%4- 6% 
Sparks Withington ................... 23.94 3.7 954 17.05 27 495 6% 2013 3.0 7.14 10%- 4% 
Stromberg-Carlson eer a 1.2 31 37.6 2.6 2.53 12% 15 49 17%-10% 
Sylvania Electric Products .......... . 103.8 5.4 2.95 162.5 5.0 5.37 37% 2.00 5.3 7.0 39 -18% 
Zenith Radio .................. 53.0 4.4 4.83 87.78 6.4 11.438 69 3.50 5.1 6.08 71%-31% 





} Based on 1950 earnings. 

(d) Deficit. 

1 Year ended Sept. 30, 1950. 

2 Year ended October 31, 1950. 
3 Year ended February 28, 1951. 
4 Year ended June 30, 1951. 








5 Year ended June 30, 1950. 

8 Year ended May 31, 1951. 

7 Year ended May 31, 1950. 

88 months to December 31, 1950; 
change in fiscal year. 

9 Year ended November 30, 1950. 


109 months ended August 31. 1951. 
119 months ended June 30, 1951. 

12 39 weeks ended August 4, 1951. 

13 1951 rate. 

14 1951 rate plus stock. 

15 10% stock dividend thus far in 1951. 
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5 COMPANIES 
That Should Earn 


More in 1952 


SELECTED BY OUR STAFF 


——— in the earnings picture for 
American corporations are so plentiful that it is not 
to be wondered that investors are confused as to the 
prospects for the period immediately ahead. In this 
respect, the present period differs sharply from the 
last half of 1950 when the upward surge in earnings 
was general. It is difficult to ascribe any single rea- 
son for the gradual change in current pattern of 
earnings. Some companies, especially those in the 
consumers’ lines, have been affected by the drop in 
public buying which has been taking place since 
Spring. Others, such as the transportation companies, 
have been affected by high operating costs and, in 
some cases, as in the mid-West, by flood conditions. 

While a great many companies will report tax- 
created declines in earnings for the last half, in some 
cases quite moderate and others very sharp, there 
is a comparatively small group which are increasing 
their earnings, despite the tax burden. That this 
select group of companies is showing a marked in- 
crease in profits is especially due to their exception- 
ally high rate of gain in sales as compared with last 
year. In other words, whereas most companies 
started to benefit as long ago as last year from the 
stimulated business and industrial condition arising 
from the Korean War, the smaller group to which we 
refer has only comparatively recently come into its 
own, so to speak, and looks therefore with confidence 
to 1952. 

To assist our readers in determining which com- 
panies are doing exceptionally well under present 
confused conditions, we have selected five concerns 
which seem to qualify for this category. Since these 
companies stand to benefit from increasing earnings 
and since all of them are in a strong financial posi- 
tion, it is logical to expect higher dividends eventually. 

Statistical data is presented in the following pages, 
together with explanatory comments on the com- 
panies selected, as well as charts showing market 
action of the stocks during the past decade. 
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AMERICAN BRAKE SHOE COMPANY 


BUSINESS: The company manufactures many important products for use in 
rail operation in supplying which it has been a leader for years, but in 
more recent times has expanded its output for use in other industries, thus 
making the company somewhat less dependent on fluctuations in railroad 
demand. 


OUTLOOK: Shipments amounted to almost $40 million in the second quar- 
ter, an increase of $2.1 million over the first quarter, with unfilled orders 
reaching an all-time peak of about $63 million, an increase of about $21 
million since the beginning of the year. Profits for the period amounted to 
$3.09 per share compared with $2.15 for the same period last year. The 
rise in earnings occurred despite an increase in taxes of $4.5 million over 
the first half of last year. Taxes accrued at the rate of 62% but with the 
the new rate of 70% just put into effect by Congress, an adjustment will 
have to be made. However, this will not materially affect the prospect 
that the company will earn for the full year an amount in excess of the 
$5.17 per share earned in 1950; in 1949, earnings amounted to only $3.22. 
The company has strengthened its position through diversification, only 
51.4% going toward railway supply, the balance now spread through such 
miscellaneous industries as automotive and farm implements; mining and 
construction; machinery and manufacturing and steel; and, petroleum, 
chemical and cement. Defense orders, which may be accepted without giving 
the company undue conversion problems, are being handled in increasing 
volume. Plant and equipment expenditures, running into 1952, are $6 
million, the company consistently following its program of improvements. 
Inventories, carried on the Lifo basis, have increased about $3.4 million 
since the beginning of the year but the reserves created through this system 
of accounting will prevent inventory losses during future periods of price 
declines. Working capital position remains characteristically strong, enabling 
the company to make improvements through retained earnings and without 
resorting to new financing. 


DIVIDENDS: Dividends on the common have been paid continuously for 
approximately half a century. Dividends of 75 cents quarterly are being 
paid. Last year a 10% stock dividend was declared. 


MARKET ACTION: Recent price—43 compared with a 1951 range of High— 
44\%, Low—3412. Indicated yield is 7%. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31 June 30 
1941 1951 Change 

ASSETS (000 omitted) 
Cash & Marketable Securities $ 8,632 $ 9,928 +$ 1,296 
Receivables, Net........... ' A 6,336 16,026 + 9,690 
Inventories 8,810 16,082 + 7,272 
TOTAL CURRENT ASSETS 23,778 42,036 + 18,258 
Net Property 14,713 36,235 + 21,522 
Investments 4,256 1,994 — 2,262 
Other Assets 1,651 1,354 -- 297 
TOTAL ASSETS $ 44,398 $ 81,619 +$ 37,221 
LIABILITIES 
Accounts Payable ; $ 1,812 $ 7,433 +$ 5,621 
Accrued Taxes ...... 4,388 8,686 + 4,298 
TOTAL CURRENT LIABILITIES 6,200 16,119 -t- 9,919 
Reserves 749 _ - 749 
Preferred Stock ........ 9,800 19,727 + 9,927 
Common Stock ................ 12,545 29,059 + 16,514 
Surplus 15,104 16,714 + 1,610 
TOTAL LIABILITIES ............5:<s000000800:0 $ 44,398 $ 81,619 +$ 37,221 
WORKING CAPITAL ..........00.0.0......... $ 17,578 $ 25,917 +$ 8,379 
cet | o oor ee rere 3.8 2.6 _ 1.2 
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ANACONDA COPPER MINING COMPANY 


BUSINESS: Largest copper producer and fabricator in the world, Anaconda 
is also an important producer of zinc, lead and silver. Gold is mined in 
quantity, also ferro-manganese and many other by-products. 


OUTLOOK: Demand for non-ferrous metals is of such immense proportions 
that virtually all producers, even the marginal concerns, are profiting. 
Anaconda as the leader in the field, of course, with its enormous production, 
domestic and foreign, is showing a sharp response to the high tempo of 
non-ferrous metals activities. For the first half of 1951, net income before 
depletion was $2.92 a share against $2.10 a share in the corresponding 
period of last year. Actually, taxes took about 55 cents out of every dollar 
earned so that the net income results are even more impressive than appears 
at first glance. The second quarter, with earnings at $1.52 per share showed 
an increase over the first quarter’s results of $1.40 per share. Estimates 
are that earnings for the full year 1951 will be in excess of the $5.38 per 
share shown in 1950. Restriction of use of copper and other metals in short 
supply cannot affect the company as the defense effort requires the maximum 
production of these metals. Though price ceilings have been imposed, the 
margin of profit remains satisfactory. Working capital has increased steadily 
with the present figure at $200 million compared with $118 million a decade 
ago. The company has engaged in important new developments, with respect 
to increasing ore production, especially with regard to its important low- 
grade reserves in the Butte District, Montana. Eventual output of 15,000 
tons per day is expected from this source. Output of the zinc concentrator 
has been doubled and modernization of the American Brass Co., Anaconda’s 
subsidiary, is proceeding rapidly. These new projects are not only important 
to the defense effort but will serve to meet the anitcipated demands of 
the eventual peace-time market. 


DIVIDENDS: The current rate of dividends is 75 cents quarterly and with the 
usual liberality of the management, an extra could be looked for in view of 
the fact that earnings this year will approximate double the current divi- 
dend rate. 


MARKET ACTION: Recent price—50 compares with a 1951 range of High— 
50, Low—37%. Current yield is 6%. 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 


1950 Change 
ASSETS (000 omitted) 
Cash $ 64,826 $ 66,217 +$ 1,391 
Marketable Securities 14,017 86,791 72,774 
Receivables, Net 22,959 33,191 - 10,232 
Inventories 63,319 71,226 7,907 
Other Current Assets 813 3,925 3,112 
TOTAL CURRENT ASSETS 165,934 261,350 4 95,416 
Net Property 412,933 402,120 10,813 
Investments .... 32,602 27,533 5,069 
Other Assets 14,453 7,644 - 6,809 
TOTAL ASSETS . .. $ 625,922 $ 698,647 4+$ 72,725 
LIABILITIES 
Accounts Payable $ 14,718 $ 22,509 + 7,791 
Accruals ‘ 72 017 _ 70 
Accrued Taxes 32,239 37,847 + 5,608 
TOTAL CURRENT LIABILITIES 47,682 60,373 + 12,691 
Reserves 6,294 4,009 - 2,285 
Other Liabilities 4,965 3,581 _ 1,384 
long Term Debt 16,935 — 16,935 
Capital Stock 433,716 433,716 
Surplus 116,330 196,968 “4 80,638 
TOTAL LIABILITIES . .. $ 625,922 $ 698,647 +$ 72,725 
WORKING CAPITAL . $ 118,252 $ 200,977 +$ 82,725 
CURRENT RATIO .. 3.5 4.3 + 8 
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DOUGLAS AIRCRAFT COMPANY, INC. 


BUSINESS: This company is a leading producer of military aircraft and 
passenger planes, with some models of both categories the largest in the 
world. The Douglas DC-6 is now standard for global air transport. 


OUTLOOK: Reflecting the quickening tempo of aircraft delivery, stimulated 
by defense needs, Douglas’s sales for the first six months of the year were 
almost $100 million, climbing nearly $40 million over the amount sold for 
the corresponding period of last year. Backlog, including firm commitments, 
has crossed the billion dollar mark. The fiscal year ends November 30 and, 
based on returns for the first half, earnings should be somewhat above 
the $6.01 per share shown in the 1949-50 fiscal year. Earnings for the first 
six months were $3.09 per share compared with $2.05 a share for the same 
period of last year. These figures are based on the two-for-one split-up. 
Orders now on the books now comprise 86% military and 14% commercial 
business. Working capital is impressive, standing at about $56 million com- 
pared with about $24 million a decade ago. The company stands in the 
forefront of research and development and has made great progress in 
making possible high speed flights in jet and turbo-prop powered airplanes 
and, also, in guided missiles, with the latter feature an increasingly important 
element in the company’s development activities. Overall efficiency of plant 
operations and administration is shown by the fact that net profit on gross 
income rose from 4.6% in 1949 to 5.5% last year. With both factory and 
overhead administrative ratios declining in the face of enlarged volume 
of sales, the company should turn in excellent earnings during the next 
several years, despite the growing taxes. Financing of new facilities, if 
possible, will be enabled through applying for certificates of necessity, 
but other increases in plant are made feasible through employment of the 
large cash resources of the company. 


DIVIDENDS: The current quarterly rate is 75 cents per share, after the 
two-for-one split up last Spring. With dividends covered about twice over, 
it is possible the rate may be increased again next year. 


MARKET ACTION: Recent price—60 compares with a 1951 range of High— 
61%, Low—43'2. Current yield is 5%. 


COMPARATIVE BALANCE SHEET ITEMS 


November 30 May 31 
1941 1951 Change 

ASSETS (000 omitted) 
Cash & Marketable Securities $ 20,226 $ 22,601 +$ 
Receivables, Net 6,936 15,988 
Unreimbursed Expenditures 6,016 10,832 
Inventories 26,130 47,765 
TOTAL CURRENT ASSETS 59,308 97,186 
Net Property 9,630 20,873 
Investments 1,532 
Other Assets 2,559 3,345 
TOTAL ASSETS $ 73,029 $ 121,404 
LIABILITIES 
Accounts Payable $ 8,153 $ 8,915 
Accruals ; 9,410 23,216 
Accrued Taxes 17,815 9,210 
TOTAL CURRENT LIABILITIES 35,378 41,401 
Reserves 2,029 
Capital Stock 6,000 30,000 
Surplus 29,622 50,003 
TOTAL LIABILITIES $ 73,029 $ 121,404 
WORKING CAPITAL $ 23,930 $ 55,785 
CURRENT RATIO 1.7 2.3 
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GREENFIELD TAP & DIE CORPORATION 


BUSINESS: This company is a leader in the small machine tool industry, 
which is in an exceptionally strong position on account of heavy demand 
for re-tooling defense plants. 


OUTLOOK: Greenfield Tap & Die is in a strategic position to benefit from 
the influx of government orders arising from the defense program. Products 
of the type manufactured by the company, principally cutting tools, gages 
and other implements for the metal-working trades have a comparatively 
short life, wearing out in proportion to use, and must be replaced quickly, 
thus stimulati d, especially under accelerating defense orders. 
Sales this year will total about $18 million, compared with $11.7 million 
last year. The greatly increased operations resulted in earnings of $4.47 
per share for the first half of 1951, compared with $1.82 in 1950 and $.60 
in 1949. Total earnings for 1950 were $5.45 per share so that based on 
results for the first half, the prospect for 1951 is definite for a considerable 
increase. Actually, second quarter earnings which were $2.24 a share would 
have been higher had not the company allocated additional amortization 
under the accelerated depreciation allowance approved by the Defense 
authorities for $2,250,000 new equipment now in operation. Some portion 





SHARON STEEL CORPORATION 


BUSINESS: This company has an annual capacity of 1,441,000 tons of 
ingots and 730,000 tons of pig iron; also 700,000 tons of hot rolled strip 
and 125,000 tons cold rolled strip. Subsidiaries have additional capacity 
of 310,000 tons. It also has entered the titanium alloys field. 


OUTLOOK: Sharon Steel has been among the forefront of the profitable 
small steel producers in recent years. For the first half of 1951, earnings 
were $5.46 per share compared with $4.16 last year. In the second quarter, 
earnings made another leap forward at $3.03 per share compared with 
$2.43 in the first quarter. In 1950, earnings reached the impressive total of 
$10.03 per share, mounting during that period from the $3.59 per share 
earned in 1949. These figures give effect to the 50% stock dividend paid 
last year. Based on returns for the first half and the continued high opero- 
tions of the company, earnings for the full year of 1951 should exceed that 
of the past year, even after the higher taxes now in effect are paid. The 
company has developed aggressively since World War Il, having acquired 
more than 1,000,000 tons additional ingot capacity through purchase of 
other plants and properties. It has developed new sources of raw materials 
and has diversified its line of products. Among the more important new 
devel ts has been the recent formation of the Mallory-Sharon Titanium 





of 1951 profits will be subject to renegotiation but estimates of this t 
are not yet possible. Plants have been maintained in good condition and 
working capital has increased over 300% in the past decade, now standing 
at $5.3 million against $1.7 million in 1941. With the exception of $75,000 
sinking fund notes, due next January, there are no senior obligations ahead 
of the common, of which there are now 256,250 shares outstanding after 
the recent stock dividend. 


DIVIDENDS: Payments are now being made at the rate of 50 cents quar- 
terly on the additional amount of stock which has just been increased 
through a 25% stock dividend. Last year the company paid $2, including 
extras. In view of the large current earnings, additional cash dividends 
may be expected. 


MARKET ACTION: Recent price—26%2 compared with a 1951 range of 
High—36, Low—22. Indicated yield about 7.7%. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31 June 30 
1941 1951 Change 

ASSETS (000 omitted) 
Cash ‘ ; $ 175 $ 1,370 4+$ 1,195 
Receivables, Net iS oesisedbsctae 1,354 1,851 497 
Inventory 2,823 5,926 “+ 3,103 
Other Current Assets 262 044 _— 218 
TOTAL CURRENT ASSETS .... 4,614 9,191 ob 4,577 
Net Property . 3,617 3,959 +t 342 
Other Assets 045 049 + 004 
TOTAL ASSETS $ 8,276 $ 13,199 +$ 4,923 
LIABILITIES 
Notes Payable $ 763 $ —$ 763 
Accounts Payable . 580 640 a 060 
Accruals 1,109 oh 1,109 
Accrued Taxes 1,543 2,086 + 543 
TOTAL CURRENT LIABILITIES 2,886 3,835 a 949 
Reserves .... 100 _ 100 
Long Term Debt 734 775 + 041 
Common Stock 3,256 4,271 ao 1,015 
Surplus ... 1,300 4,318 + 3,018 
TOTAL LIABILITIES............. , $ 8,276 $ 13,199 +$ 4; 923 
WORKING CAPITAL ..... $ 1,728 $ 5,356 +$ 3,628 
CURRENT RATIO 1.6 2.4 + 8 
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Corp., ‘owned jointly by P. R. Mallory & Co. and Sharon Steel. Research in 
new titanium alloys and the intensive production of these metals is of prime 
importance in aeronautics. Projects for expansion include application for 
Necessity Certificates, totaling $16.5 million with additional applications for 
$7.5 million. The company estimates that, excluding these new facilities, 
actual replacement cost of existing facilities would be in the neighborhood 
of $225 million. Working capital has shown great increase in the past 
decade, now standing at over $32 million compared with $8 million in 1941. 


DIVIDENDS: Allowing for the 50% stock dividend, the company paid $3.08 
on the shares in 1950, with the current dividend $1 quarterly. Based on 
earnings prospects, the dividend could be raised but in view of the com- 
paratively recent 50% stock dividend and the increase in the regular quar- 
terly rate, the management may prefer to wait before taking action. 


MARKET ACTION: Recent price—45'2 compares with a 1951 range of High— 
50%, Low—327%. Indicated dividend yield is 8.7%. 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 


1941 1950 Change 

ASSETS (000 omitted) 
Cash & Marketable Securities ...........$ 4,042 $ 16,314 +$ 12,272 
Receivables, Net : ' 2,484 10,201 +4 717 
Inventories 5,093 21,562 + 16,469 
TOTAL CURRENT ASSETS 11,619 ,077 + 36,458 
Net Property 7,673 22,616 + 14,943 
snvestments 3,507 1,140 = 367 
Other Assets ; 103 632 + 529 
TOTAL ASSETS $ 22,902 $ 72,465 4+$ 49,563 
LIABILITIES 
Notes Payable $ $ 500 L$ 500 
Accounts Payable ‘ 1,650 7,179 + 5,529 
Accruals 774 3,887 3,113 
Accrued Tax 1,195 4,277 + 3,082 
TOTAL CURRENT LIABILITIES .... 3,619 15,843 + 12,224 
Reserves .. ; oi 325 975 650 
Long Term Debt 1,600 8,500 - . 
Preferred Stock 5,972 — 5,972 
Common Stock sean? : 3,974 9,319 +- 5,345 
Surplus eee 7,412 37,828 + 30,416 
TOTAL NS eas $ 22,902 $ 72,465 +$ 49,563 
WORKING CAPITAL ............0..0.00.5. .$ 8,000 $ 32,234 +$ 24,234 
CURRENT RATIO .......0. ee 3.2 3.0 -- iz 
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number of refrigerators, 
stoves, television sets, sheets, 
pillowcases, shoes and even 
apparel items that people are interested in owning 
and stocking. There is also a limit to the amount 
of indebtedness that consumers are willing to incur. 
Latest available figures—June—show that consumer 


credit outstanding totalled $19.2 billion against 
$17.7 billion in June 1950 and $14.3 billion in June 
of 1949. 
It is also becoming increasingly apparent that the 
American public is no longer interested in mortgag- 
— ing future income for the pride and joy of owning 
rye push button gadgets and especially not when they 
spacity are pretty well satisfied that these items will be 
readily available for some time to come despite 
fitable mounting defense impacts. 
arnings What *s Ahead for eo e e Latest figures show an impressive backlog of 
yee appliances still in manufacturers’ and wholesalers’ 
sehal warehouses. For instance, current inventories of 
- share RE TAIL TRAD E 9 electric ranges are up 122% over a year ago. Stocks 
d paid e of electric refrigerators are up 220% over 1950. 
and There are 22% more home freezers available than 
id. The By FREDERICK K. DODGE last year despite restrictions on output and stocks 
quired . of television sets show a 720% gain for the period! 
ase of While the constant rise in the creation of new 
aon Wien disposable income at a peak, with per- families and the need for replacement will keep sales 
tanium | sonal savings running at an all time high and with of these items high, it is doubtful whether the tempo 
arch in f an abundance of merchandise both in durable and Of the immediate post-World War II period or of 
Prine | soft goods lines, it would seem as though the stage 1950's war buying scares will be repeated in the 
ons for | Were set for the biggest holiday retail buying spree ear future. — 
cilities, of all time. This hardly seems to be the case however. Beyond this, the real purchasing power of the 
seat |, Already the curtain has risen on Act I. The post: cost nthe expense of other services indispensible 
. 1941. Labor Day buying season has come and gone, and to dail livin —trans ortation, repairs, home main- 
; the Federal Reserve Board index of department store Mattie tare -ncihigahesedioag: Meck ogni A : 
“on sales shows a 3% decline from 1950 levels for the tenance and education—show little sign of levelling 
c com | four weeks ended September 29th. For the year to pret -_ haere a rising. A — 
if quar- that date, the nation-wide index shows but a 3% ‘sssue ta on ation 0 persona! consumption expen xi 
Rar gain in sales. tures shows an increase of $13 billion in June ove! 
 High— SP oo, ee ae ES 1950. However, retailers did not enjoy any increased 
y ng increasingly apparent that the gains from this consumer spending. The total per- 
old yardsticks of income, level of employment and centage spent for durables, soft goods, food and 
even price—all stores have consistently cut prices a jooholic beverages declined from 14.1% last year 
hange on durables and offered bright promotions in soft to 12.8% of total expenditures this year. A sharp 
12,272 goods and small wares—hold little clue to the future qojjar rise is seen in the percentage spent for vari- 
a tempo of sales. At best, to the year-end, the optimists ous service items and for housing. 
36,458 are predicting that sales in the final quarter will 
a show but a 3% gain dollar-wise over 1950 sales for Purchasing Power tacuifstent? 
ai department and specialty stores, variety chains and , 
" ai i . Wi he higher aes ee = i a 8 
the — Pe a page ied _ There is also evident the fear that if costs con- 
an) , ; : tinue upwards, the present standard of living can 
313 | decline in unit sales and a proportionate increase jardly be maintained without cutting into savings. 
12,24) In store operating expenses. ; In fact, there is considerable belief that the rise in 
6,900 There appear to be several reasons why the dis- employment is due, in part at least, to more women 
res posable income-higher employment theory no longer seeking jobs in order to meet these rising costs. 
30.416 | holds water. All of this boils down to the simple fact that there 
24,234 Foremost among these is the fact that consumers is insufficient purchasing power at the current level 
2 are now largely overbought. There is a limit to the of cost-of-living prices. Nor does the general price 
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level of merchandise at retail look any too attrac- 
tive either. The retailer who dreams that a knock- 
out promotion on a fur-trimmed coat or a toaster 
will bring a stampede of buyers who will leave their 
dollars seattered in half a dozen odd departments 
is probably just whistling in the dark as the price 
wars of last Spring have shown. 

Fortunately retail merchants are beginning to 
discover that their traditional aim to consistently 
“beat last year’s figures” cannot forever be realized. 
There is little expectation that December sales this 
year will exceed those of a year ago when the second 
post-Korean buying wave started. There is the well- 
founded belief, however, that October-November 
sales will be slightly ahead of the same 1950 period. 
For a year ago, it will be recalled, those months were 
“slow.” The bulk of sales this year, in contrast to 
last, will come in the apparel lines where buying 
has been deferred for some time. A modest increase 
in sales of small wares and home furnishings is 
also expected. 

Store executives accordingly have made their 
plans with regard to future commitments cautiously. 
While the ratio of inventory to sales is still somewhat 
excessisve, steps have been taken to correct this 
situation. In April and May, according to the De- 
partment of Commerce, total retail trade inventories 
reached an all-time peak of $19 billion, receding by 
July to $18.6 billion against $14.1 billion in July 
1950 and $16.8 billion last December, the month 
when traditionally retail inventories are highest. 


Current Inventory Adjustments 


Although no figures more recent than those for 
July are available, leading retail trade analysts 
confirm that further inventory reductions have taken 
place. It is currently reported that combined inven- 
tories and outstanding orders of retailers are reach- 
ing last year’s levels. In fact storemen appear con- 
vinced that within the next sixty days their inven- 
tory problems will be ended. Thus as stores pursue 
a cautious buying policy, it is not expected that the 
inventory problem which played such havoc with 
store earnings during the first half of this year, 
will be overburdensome. As a result, even though 
nothing spectacular in the way of sales is antici- 





pated, earnings should improve during the final 
quarter of this year. 

Retail store earnings for 1951, however, cannot 
be expected to anywhere approximate those of a year 
ago. In fact, it is conservatively predicted that the 
earnings for department and specialty stores, vari- 
ety chains and mail order outlets combined may 
fall as much as one-third below earnings of a year 
ago. Due to lower unit volume, higher operating 
costs, steeper mark-downs and OPS price controls, 
the average net profit‘margin for retail stores was 
narrowed from 3.0 to 2.4 cents per dollar of sales 
during the first half of this year. 

Of the three groups, the variety chains should be 
the least badly affected while it appears as though 
the mail order stores may be the dominant factor 
in lowering the general average. It is a pretty normal 
phenomenon to have the variety chains less affected 
by annual fluctuations in the retail business cycle. 
For one thing their merchandise does not normally 
reflect the price fluctuations seen in department and 
specialty stores and in mail order houses because, 
for one thing, they sell neither “big ticket’? major 
appliance items nor expensive apparel lines. 


Smaller Drop in Earnings of Variety Chains 


While in the past decade the variety chains have 
broadened both their lines and price range, this has 
given them certain advantages. More than ever 
they compete directly with department stores but 
unlike department stores are patronized on more of 
a day-to-day basis for smaller necessities. Thus it 
is believed that variety chains’ earnings for this 
year will not show a larger drop than the tax bite 
to which they are vulnerable. In fact, their dollar 
sales volume during the first half of this year 
shows a 10% gain over the first half of 1950 yield- 
ing a 21% increase in net profits and pulling up the 
percentage margin on sales from 2.3% to 2.5%. 

In contrast, during this period, the dollar volume 
for department and specialty stores rose only 8% 
while net income declined 27%, reducing the per- 
centage margin on sales to 1.9% this year from 
1950’s 2.8% 

With but a 7° dollar sales increase, mail order 
houses in the first half of this year show an 8“« de- 
cline in net income with the percentage margin on 
sales dropping to 4.2% from 4.9° last year. Cur- 
rently, however, although the mail order houses do 
not have the high operating costs of the department 
and specialty stores, their sales volume is dropping 
lower and the outlook for a revival in the final 
quarter of the year is not as good as it is for the 
other stores. 

This is because the largest percentage of their 
sales and profits are made on “big ticket” hard goods 
in contrast to a higher percentage of sales and 
profits made in department and specialty stores on 
soft goods. It must also be taken into consideration 
that from a dollar standpoint, the inventory loss 
sustained on soft goods is not as great as that sus- 
tained on the durable goods lines. 

1951 inventory losses play an important part in 
the determination of profits during the current year. 
A large proportion of 1950’s earnings were scored 
in inventory appreciation. Mark-downs just about 
didn’t exist during the entire last half of last year. 
In fact, in the face of anticipated shortages—which 
never did materialize — and due to the incessant 
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Le TT ASST ones 
Pertinent Statistics on Merchandising Stocks 
: —Ist Half 1951 —-- ———- -- 1950 — 
Net Net Price 
Sales Pre-Tax Net Net Per Sales Pre-Tax Net Net Div. Recent Div. Earnings 
(Millions) Margin Margin Share (Millions) Margin Margin Per Share 1950 Price Yietd Ratio | 
Alden’s .. $ 36.2! 1.2% $1.05! $ 79.7 5.7% 2.5% $5.35 $1.50 2358 6.3 4.4 
Allied Stores 201.6 1.2% 6 39 439.9 6.0 3.4 6.69 3.00 42\2 7.0 6.3 
Arnold Constable 9:7 Pe .06 .02 22.2 6.7 3.9 2.50 1.25 16% 7.4 6.5 
Associated Dry Goods 64.0 1.8 tl 14 146.7 6.9 35 x 1.60 23% 6.7 7.1 
Best & Co. .... 15.8 ae 4.0 1.06 36.0 11.2 5.7 3.40 2.00 30 6.6 8.8 
City Stores ..... 89.4 Py : .03 205.7 4.5 2.3 2.54 1.404 19% aut aa 
Consolidated Retail Stores 14.0 4.8 2.2 69 29.2 3.5 2.2 1.42 1.20 14 8.5 9.8 
Federated Department Stores 177.1- 2? 1.4 69" 389.0 8.6 4.6 6.39 2.62° 44 6.0 6.8 
Gimbel Bros. 134.0 ey 4 12 291.0 4.3 2.4 3.31 1.00 2012 4.8 6.2 
Grant, W. T. 115.0 4.2 1.9 .80 250.5 7.9 3.2 3.16 2.00 32 6.2 10.1 
Green, H. L. ... és 47.2 4.9 ye 1.02 101.9 9.4 52 4.47 2.50 42\%4 5.9 9.4 
Interstate Department Stores pi 1S YA Pa 65.5 52 3.1 6.68 2.504 3212 7.6 4.8 
Kresge, S. S. . 179.25 294.8 13.5 6.6 3.57 2.25 41 25 11.4 
Kress, S. H. . 112.8" 161.6 12.8 7.4 5.12 3.00 5534 §.3 10.8 
Lane Bryant 25.3 4.2 aN 88 49.8 5.3 3.0 2.50 1.00° 13% 7 Be be Se, 
Lerner Stores 65.2 3.6 2.1 1.11 1257 4.2 2.4 2.47 1.504 2658 5.6 10.7 
Macy, R. H. 350.8* 27 | 2518 321.26 3.1 2.0 3.356 2.204 35 6.2 10.4 
Marshall Field & Co. 103.8 2.3 1.09 222.8 6.6 Ke 3.57 2.00 31% 6.4 8.7 
May Department Stores 186.3 3.8 1.8 49 416.6 9.5 Sul 3.46 1.804 33% 5.3 9.7 
McCrory Stores 44.5 3.7 3.0 oo 98.6 8.9 4.3 2.22 1.254 17% 7.1 7.9 H 
McLellan Stores 25.0 4.5 2.4 72 56.6 8.6 4.9 3.28 2.004 26% 7.4 8.1 Hl 
Melville Shoe 45.4 10.8 5.4 1.04 113.8 8.2 4.5 2:24 1.80 24)2 qa 11.0 
Mercantile Stores 54.8 a ig 36 125.4 7.5 4.0 3.45 1.00 2058 4.8 6.0 
Montgomery Ward 502.5 9.8 5.4 3.79 1,170.4 12.0 6.3 11.19 4.004 75%2 5.2 6.7 
Murphy, G. C. 108.8" 150.5 11.7 6.2 4.68 2.25 5534 4.0 11.8 
National Department Stores 34.8 (d) 1.8  (d) .71 81.3 3.4 1.8 1.90 1.50 19 7.8 10.0 
Neisner Bros. 26.5 <L Lo 61 58.2 5.3 2.8 258 1.00 1734 5.6 6.8 
Newberry, J. J. 103.2” 145.6 8.2 4.6 4.24 2.00 40 5.0 9.4 
Penney, J. C. 438.6 8.4 4.6 2:7 949.7 A 4.7 5.46 3.504 72 4.8 13.2 
Sears Roebuck UTtzt 9:2 4.1 1.95 2,556.3 11.8 5.6 6.08 y 7 fo 5612 4.9 9.2 
Spiegel, Inc. 66.1 3 6 -16 143.5 4.1 23 1.8] 1.004 13 7 a 7.1 
Woolworth, F. W. 452.0" 632.1 9.4 5.8 3.83 2.50 44\%4 5.6 11.5 
(d) Deficit. ° 24 weeks ended July 16, 1951. 7 Year ended July 28, 1951. 
+ Based on 1950 earnings. i 1951 rate. * 8 months ending August 31, 1951. 
| 126 weeks ended July 27, 1951. ” 1951 rate plus stock. * 9 months ending September 30, 1951. 
2 26 weeks ended August 4, 1951. © Year ended July 29, 1950. 




















demand especially for durable goods and domestics, 
mark-ons were somewhat higher than normal. 

Beginning in the second quarter of this year mark- 
downs become necessary as retailers attempted to 
work off mounting inventories and all classes of re- 
tailers this year have possibly suffered the heaviest 
inventory losses in their recent history. And they 
were forced to take some of these mark-downs on 
inventory which had cost them more. Manufacturer’s 
prices had risen just prior to the issuance of the Gen- 
eral Price Freeze Order of last January. Retailers 
found themselves in the uncomfortable position of 
having been committed for goods at prices higher 
than those on the merchandise on their shelves at 
just about the time that they too had their prices 
controlled. 

Thus the year’s inventory losses took two forms. 
A certain amount of squeeze play developed as a re- 
sult of OPS controls and the public reaction to higher 
prices forced mark-downs as well, regardless of the 
price rules imposed by government control. 

On top of inventory losses, taxes this year will take 
15% to 20% of earnings. Currently for department 
and specialty stores the tax rate, with the Excess 
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Profits Tax included, is taking about 52 cents out of 
every dollar, leaving 48 cents out of which those 
inventory losses plus higher operating costs will have 
to come. Last year the tax rate averaged 42 cents 
leaving 10 cents more than this year to cover admin- 
istrative costs. On top of this, the stores enjoyed 
inventory gains rather than the current loss picture. 
It must also be considered that, although the Excess 
Profits Tax is not too important a factor for retailers 
this year, in 1950 it was applied to only six months’ 
earnings against the full 12 months of this year. 

In the final analysis, volume of course is the impor- 
tant determinant of all earnings. During the last half 
of 1950, profits rose considerably due to the two scare 
buying waves, the first in June and July, the second 
in December and January. Thus it would require 
enormous sales during the current quarter to exceed 
those 1950 figures. Even the expected October-No- 
vember pick-up, should it push dollar volume as much 
as 10%—a figure hardly expected—above last year, 
would not in itself be sufficient to counteract the vol- 
ume losses sustained earlier in the year and the de- 
cline in sales that is expected when December results 
are compared with those (Please turn to page 104) 











What’s Behind the 
Rumpus in... 


NORTHERN 
PACIFIC? 


By ROGER CARLESON 


7 = spectacular rise in Northern Pacific 
shares from below 20 last year to a recent high of 
almost 60 has been due to two factors: first, belated 
recognition that the actual earnings were much 
higher than reported and, second, reflection of oil 
possibilities in the company’s extensive land hold- 
ings. Although the latter element has undoubtedly 
focused the attention of an oil-minded investment 
public on the shares, it is the first factor mentioned 
which in reality has the greater immediate import- 
ance. 

For years, up to almost the end of 1950, Northern 
Pacific had persistently sold at extremely low prices 
even in comparison with the under-stated earnings; 
actually, in the summer of 1950 the stock sold as low 
as twice the rate of earnings, an unparalleled low 
ratio. A factor having a bearing on the low esteem 
in which the stock was held market-wise was the 


fact that from 1943 to 1949 only $1 a share annually 
in dividends was paid. Of greater importance, as 
mentioned above, was that while reported earnings 
were satisfactory, they did not reflect the true pic- 
ture. Owing to the conventional accounting system 
in force, Northern Pacific does not report its very 
large earnings from investments, except insofar as 
they are directly paid to the corporation in the form 
of dividends. Had these earnings been included, as 
will now be shown, the figures would have been 
very different. 

Northern Pacific owns, jointly with Great North- 
ern, the controlling interest in the immensely profit- 
able Chicago, Burlington & Quincy system, each 
owning 48.59% of the stock. To give an idea as to 
how valuable this investment is to Northern Pacific 
may be cited that in 1950 dividends from Burling- 
ton alone amounted to $2.32 a share on the former’s 
stock, and this year with Burlington’s dividend raised 
to $8 against $7 last year, Northern Pacific will 































































$2 


Long Term Operating and Earnings Record 
Total Net Balance 
Railway Railway Operating Railway For Total Net Div. 
Operating Operating Ratio Operating Gross Fixed Fixed Net Per Per Price Range 
Revenues Expenses = Income Income Charges Charges Income Share Share High Low 
(Millions) {Millions} 
1951 (6 months)......000000...... $ 79.7 $ 66.0 82.8% $ 5.9 $11.0 $10.8 $ 5.0 $ 5.6 $ 2.29 $ 2.251 59%-31%42 
a scscacce MOROP on 121.8 72.8 22.6 31.8 29.8 10.3 19.5 7.87 2.00 332-17 
1949 . 150.1 125.1 83.3 14.0 20.4 D9 10.2 9.7 3.93 1.50 19%4-11% 
1948 157.1 121.6 77.3 20.1 27:2 22.6 10.2 12.3 4.96 1.00 27%-16%2 
1947 . 142.5 112.4 78.8 18.0 24.1 23.8 10.4 13.3 5.39 1.00 22%-132 
AREER OSA rrreree rp rr 126.7 105.7 83.4 13.3 19.8 19.4 10.5 8.8 3.58 1.00 36 -16% 
1945 149.2 132.6 88.8 18.2 25.7 25.3 13.7 11S 4.66 1.00 38%2-17% 
1944 155.9 107.6 68.9 23.3 27.3 26.8 13.7 13.1 5.30 1.00 22%-13% 
1943 .. 151.5 92.1 60.8 36.4 40.3 39.9 14.4 25.5 10.29 1.00 185- 7% 
| SE Cen Ea eee 119.3 77.2 64.7 27.4 31.2 30.9 14.6 16.3 6.57 ests 8%- 412 
DUET Bocricckbadesinnentaeaeanatteneeshucs 85.3 59.9 70.2 19.9 22.6 22.3 14.5 oe ee 8%- 3% 
10 year average 1941-50... $140.4 $105.6 74.9% $21.3 $27.0 $26.0 $12.2 $13.7 $ 5.55 $ .95 38Y%- 3% 
1_To October 25, 1951. 2_To October 1, 1951. 
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receive about $2.65 a share, or almost sufficient in 
itself to pay the entire $3 dividend. In addition, 
Northern Pacific’s share in the undistributed earn- 
ings of Burlington in the past decade amounted to 
approximately $25 a share. Other important invest- 
ments include its holdings (together with Great 
Northern) in the Spokane, Portland and Seattle 
Railway which has produced an average of about 
35 cents a share for Northern Pacific; about 60 
cents a share from profits through the land depart- 
ment (credited to surplus) and, finally, about 13 
cents a share from undistributed earnings of the 
Northwest Improvement Co., which is 100% owned 
by Northern Pacific. Undistributed earnings from 
these four investments have been equivalent on the 
average to almost $4 a share annually during the 
past decade, actually about $3.40 since land depart- 
ments are not credited to income. Adding this amount 
to that actually shown, earnings would have been 
equivaicnt to about $11 a share in 1950 instead of 
$7.87 reported; over $7 per share in 1949 instead 
of the reported $3.93 and in 1948, the total would 
have been over $8 a share instead of $4.96. 


The Company’s Oil Prospects 


This high rate of actual earnings alone would 
have justified a higher price for Northern Pacific 
stock but it is undoubtedly true that oil prospects 
have been the dynamic factor in the considerable 
rise during the past few months. (Incidentally, this 
feature of the company’s activities was pointed out 
in our July 14 issue.) Northern Pacific owns about 
an acre of land for each of the 2,479,000 shares out- 
standing. It also owns mineral rights on an addi- 
tional 5,000,000 acres in Montana, Washington and 
North Dakota. 

It had been known for some time that Northern 
Pacific’s holdings, especially in eastern Montana, had 
oil-bearing potentialities but actually little had 
been done to prove it effectively until last year, 
when some exploratory work was undertaken. Since 
then, Shell Oil, operating under a lease from North- 
ern Pacific, has brought in what 
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| Comparative Balance Sheet Items 











December 31 
1941 1950 Change 
(000 omitted) 
ASSETS 
Cash $ 34,511 $ 41,145 +$ 6,634 
Receivables, Net 7,267 26,987 + 19,720 
Materials and Supplies 8,935 18,767 + 9,832 
Other Current Assets 110 6,046 + 5,936 
TOTAL CURRENT ASSETS 50,823 92,945 + 42,122 
Property 630,312 709,883 + 79,571 
Reserve for Deprec. & Amort. (cr) 145,434 + 145,434 
Investments 181,218 203,939 + 22,721 
| Other Assets 3,854 6,228 oh 2,374 
TOTAL ASSETS $866,207 $867,561 +$ 1,354 
LIABILITIES 
CURRENT LIABILITIES $ 19,264 $ 40,102 +$ 20,838 
Other Liabilities 10,195 299 as 9896 
Accrued Depreciation 66,654 — 66,654 
Other unadjusted credits 2,021 4,539 + 2,518 
Long Term Debt 323,982 268,916 — 55,066 
Capital Stock 248,000 247,983 — 017 
Surplus 196,091 305,722 + 109,631 
TOTAL LIABILITIES $866,207 $867,561 +$ 1,354 
WORKING CAPITAL $ 31,559 $ 52,843 +$ 21,284 
CURRENT RATIO 2.6 a3 _— _ 

















an important part of the industrial and agricultural 
growth of the Pacific Northwest, the Grand Coulee 
will permit the irrigation ef 1,200,000 acres and 
the additional electrification of scores of towns and 
cities, thus attracting new industries to the district. 
As a matter of fact, during the past decade 683 new 
industrial enterprises have settled on the right of 
way of Northern Pacific, some of them quite large, 
and this process is bound to continue as population 
swells. Illustrating this development is the plutonium 
works at Hanford, Washington, which is a new con- 
tributing element to (Please turn to page 98) 
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Volume 


Some market-letter writers 
opine that the market advance is 
not likely to “blow off” before 
December or January, with the 
Industrial Average (now around 
275) in the vicinity of 300 and 
trading volume reaching a 4,000,- 
000 to 5,000,000 share rate for a 
time. Assuming this is exactly 
right — which is highly improb- 
able—the customer is invited to 
play for less than a 10% further 
average rise, on any realized part 
of which he must pay regular-rate 
income taxes, since the gain 
would be short-term. Moreover, 
the idea that bull markets signal 
their lasts fling by exceptional 
trading volume will not stand fac- 
tual examination. The May 1946 
market top was recorded on vol- 
ume of 1,990,000 shares, whereas 
volume had gone as high as 2,920,- 
000 shares about five months pre- 
viously. The March 1937 top was 
recorded on volume of 2,828,000 
shares, although it reached 3,567,- 
000 shares three days ahead of 
the top, and the latter figure had 
been closely approximated two 
months earlier. As of this writing, 
the largest recent volume has 
been 2,380,000 shares. It got as 
high as 4,499,000 in one upside 
session last December; and was 
above 3,500,000 in a fair number 
of early-January sessions. But the 
February intermediate top was 
recorded on volume of only 2,402,- 
000 shares. There is nothing 
necessarily prophetic in high, or 
low, volume. In short, it is readily 
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possible for a bull market to die 
quietly, without ringing any bell 
or kicking up any particular ex- 
citement. 


Turnover 


Long-term comparisons of trad- 
ing volume, used as a rough mea- 
sure of speculative activity, have 
little meaning unless they are re- 
lated to the total number of shares 
listed on the New York Stock Ex- 
change; for the total has been 
largely increased over the years 
both by new listings and by stock 
splits, of which there have been a 
great many in the postwar period 
to date. The turnover of shares in 
the first eight months of this year 
was slightly over 14% of total 
shares listed. For the full-year it 
may not be greatly different from 
1950’s 23%. That compares with 
119% in 1929 and 132% in 1928. 
This suggests, which we knew 
anyway, that people are much 
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INCREASES SHOWN IN RECENT EARNINGS REPORTS 


Bond Stores 

Waukesha Motor Co. 

Denver & Rio Grande W. R. R. 
Great Northern Rwy. 
Anderson, Clayton & Co. 
Lehn & Fink Products 

El Paso Natural Gas 
Gamewell Co. 

Wayne Pump Co. 
Timken-Detroit Axle 
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1951 1950 

. 6 mos. June 30 $ .93 $ .36 
. Year July 31 3.52 1.05 
8 mos. Aug. 31 8.28 1.99 
8 mos. Aug. 31 3.50 -97 
Year July 31 16.98 9.93 

. Year June 30 2.63 1.25 
. 12 mos. July 31 3.08 1.80 
Aug. 31 Quar. 82 -64 
9 mos. Aug. 31 -52 -44 
Year June 30 2.46 1.72 








more inclined to invest in stocks 


for semi-permanent retention, 
paying cash therefor, than they 
were in 1928-1929. But the turn- 
over ratio, considered by itself, 
can be misleading. For instance, it 
was above ‘the 1928 figure of 
132% in each of the years 1900- 
1909, also in 1916 and in 1919. If 
anyone had argued from those 
comparisons that the 1928-1929 
speculation was not excessive, he 
would have been wrong by the 
proverbial mile. Of one thing you 
can be sure: this advance since 
mid-1949 will not seem to most 
people to have gone to “serious 
excess” at its top. 


Groups 


Following the minor sell-off of 
September 14-28, the initial re- 
bound up to this writing put the 
following stock groups to new 
highs for 1951 or longer: aircraft 
manufacturing, auto accessories, 
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building materials, copper, dairy 
products, liquor stocks, machin- 
ery, metal fabricating, proprie- 
tary drugs, natural gas, motion 
picture stocks, tires, utility hold- 
ing companies and variety chains. 
The last named group had long 
been dormant. Among the out- 
standing earlier favorites, chemi- 
cals, ethical drugs, oils and paper 
stocks are not in this list. 


Speculative 


In recent sessions prior to this 
writing, with the industrial aver- 
age rebounding to within a small 
fraction of its September 13 high, 
strength centered in secondary 
and speculative stocks to a greater 
degree than at any previous time 
on the entire advance since mid- 
1949. In the strongest session only 
87 common stocks, or well under 
10% of the common issues traded, 
made new highs. And only 15 of 
them could be ranked as either in- 
vestment-grade or growth stocks. 
The great majority were either 
typical cyclical stocks or highly 
speculative stocks. Whether that 
means trouble soon or some weeks 
hence is impossible to say; but 
when a market advance gets more 
and more “doggy” in its leader- 
ship, the selling can be considered 
better-based than the buying. It 
might be premature by some mar- 
gin, and still pay off handsomely 
on a perspective of six months or 
longer. This column will venture 
one conviction: most stocks sold 
between now and mid-January 
can be bought back at a consider- 
ably lower level before the end of 
1952. 


Valuation 


If one is searching for stocks 
that look cheap on current earn- 
ings, they can most readily be 
found among the secondary issues 
in the capital-goods industries. 
They get exceptional sales stimu- 
lation directly from the record 
private outlays for new plant and 
equipment, as well as directly or 
indirectly from the arms _ pro- 
gram. In many cases volume gains 
suffice to yield earnings far above 
past average levels, often above 
the best past levels, despite higher 
taxes. The trouble is that these 
are abnormal, temporary earn- 
ings, the duration of which is 
little more than guesswork. What 
should they be worth in market 
valuation? There is no rule-of- 
thumb answer because the valua- 
tion accorded them at any time 
depends far more on the general 
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speculative mood — a matter of 
psychology—than on any statisti- 
cal factors. At the highest level 
they are likely to reach in this 
market they will continue to look 
relatively low on earnings. It does 
not make too much difference 
what the price-earnings ratio is, 
for the buyer is primarily making 
a bet on a further and increas- 
ingly speculative rise in the mar- 
ket. Being highly volatile, capital- 
goods stocks can pay handsome re- 
wards bought at a low market 
level. They are sure to result in 
large losses eventually if bought 
at an advanced market level. 
Whatever they might do over the 
near or medium term, they are for 
speculators, not investors. 


1929 Comparisons 

The composite level of indus- 
trial stock prices, differing con- 
siderably from the faulty Dow- 
Jones industrial average, is back 
to the vicinity of the historic 1929 
high; but a generalized compari- 
son with so old a landmark has 
little meaning. Individual stocks 
are priced all the way from a 
moderate fraction of their 1929 
highs to several times their 1929 
highs; and there are a number of 
good stocks which were not listed 
on any securities exchange in 
1929. Of the stock groups, only 
about one third are above their 
1929 highs. Those most advanced, 
relative to their 1929 highs, are 
liquor stocks (we had Prohibition 
in 1929), glass containers, paper, 
soft drinks, ethical drugs, ship- 
building (depressed in 1929), oil, 
chemicals, finance companies, 
tires, and bituminous coal. Those 
farthest under their 1929 highs 
are anthracite coal, bank stocks, 
printing and publishing, motion 
pictures, utilities, rails, metal fab- 
ricating, and proprietary drugs. 
There are numerous considera- 
tions to weigh in appraising com- 


mon stocks. After a span of more 
than a generation, where thev 
stand now in relation to their 1929 
highs is one of the least pertinent 
of them. 


September Dividends 

Total dividend payments in Au- 
gust, like those of July (previ- 
ously referred to here) were only 
nominally higher than a year ear- 
lier. It will be surprising if the 
September figure does not show 
some vear-to-year. shrinkage. 
Meanwhile it may be noted that 7 
companies omitted dividends in 
September, against 4 a year ago; 
9 reduced payments, against 6 a 
year ago; there were 32 increasess 
against 80 a year ago; and there 
were 97 extras declared, against 
171 a year ago. In the fourth quar- 
ter of last year there were 1,339 
extras, with 560 in the peak month 
of December. It is about as sure as 
anything can be that the 1951 
year-end extras will be materially 
fewer in number and smaHer in 
total than a year ago. 


Packaging 

A field in which there has been 
significant growth in compara- 
tively recent years is the manu- 
facture of protective and decora- 
tive wrapping and packaging 
materials, mostly of cellophane or 
specialized papers, for foods and 
a wide variety of other consumer 
goods. It represents an evolution 
in merchandizing, but has derived 
its biggest single stimulus from 
the shift of the big grocery chains 
to self-service super - markets. 
Some well-situated companies in 
this field, for which there is prob- 
ably important further long-term 
growth ahead are Marathon Corp., 
listed on the Big Board, Shellmar 
Products, listed on the Mid-West 
Exchange (Chicago) and Dobeck- 
mun, traded on the New York 

(Please turn to page 104) 
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Bangor & Aroostook R. R. 
Wyandotte Worsted 
Mueller Brass Co. 
Pennsylvania R. R. 
Beatrice Foods Co. 

Deere & Co. .... 

Hooker Electrochemical 
Robbins Mills, Inc. 
Caterpillar Tractor . 


Southern Pacific .. 


1951 1950 
8 mos. Aug. 31 $2.84 $8.65 
Aug. 31 Quar. 41 52 
Aug. 31 Quar. 48 2.11 
8 mos. Aug. 31 -37 1.28 
Aug. 31 Quar. 73 -97 
9 mos. July 31 8.48 10.07 
Aug. 31 Quar. -92 1.30 
9 mos. Sept. 1 2.83 4.81 
8 mos. Aug. 31 2.66 5.66 
8 mos. Aug. 31 5.97 7.12 
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By E. 


The month of September is frequently regarded as fur- 
nishing a fairly reliable clue to the course of fall business 
generally. If so, indications are not too encouraging. Accord-: 
ing to the Federal Reserve 
Board, industrial production 
continued just about at the 
August level when the 
M. W. S. INDEX Board’s index was at 218% 
of the 1935-39 average. 
200 ee This compares with 213% 

for July and a 222% aver- 
se age for the first half of the 
Two year. Department store sales 
= showed a less than seasonal 
rise during the month. 
Wholesale commodity prices 
have generally shown little 
change since mid-August. 
Aco Steel mill operations were 
up but output of copper, 
aluminum and some other 
non-ferrous metals was 
down. On the whole—neu- 
tral indications pointing to 
litle change, says the 
Board. 

The National Association 
of Purchasing Agents, never- 
theless, notes some slight 
improvement in general bus- 
iness, for the first time since 
1961 April. According to their ob- 
servations, back-orders con- 
tinued to slide but at a 
slower pace than in previ- 
ous months. Production in- 
creased a little, but there 
is still a wide gap between 
declining orders and_ pro- 
duction. On the other hand, 
the Association notes a de- 
cided upswing in defense 
orders and production but 
this is hardly likely to put 
everyone on Easy Street 
The reason is that much of 
our civilian production ca- 
pacity appears to be un- 
suited for conversion to 
present defense require- 
ments, and this area of our 
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industrial economy is beginning to suffer from lack of orders 
or from shortages of the controlled materials for orders on 
hand. Faced with an ever-increasing break-even point and 
severe cuts in fourth quarter material allotments, such man- 
ufacturers may be moving into a difficult quarter. 

What all this amounts to is that a boom in general business 
is hardly likely during the balance of the year. Some seasonal 
improvement, yes, particularly in retail trade. But when it 
comes to production, a great deal depends on further accel- 
eration of defense production. Such acceleration is indicated. 
What is still in doubt is the tempo and degree. Much will 
depend on it. 

For retailers in particular, the next few weeks will be 
trying ones. Sales to-date have been disappointing and the 
big question is what conclusions can be drawn from this. 
Some blame it on the unseasonably warm weather but that's 
an old dodge. Others are willing to face the cold fact that 
consumers haven’t worked themselves up into the proper 
buying mood. Still others have begun to distrust thoroughly 
the old theories about consumer income and employment. 
Sure—disposable income is expected to rise and employment 
is high. But the suspicion is that disposable income, further 
threatened by the impending tax hike, is not quite sufficient 
to absorb the available supply at high prices. As to high 
employment, the totals include a good many persons working 
short weeks, and also quite an army of women workers who 
have been again forced into employment in order to help 
make ends meet at home. While they may help swell payrolls, 
they are likely to be cautious spenders. What's more, the 
much-advertised shortages are still “around the corner,” and 
perhaps a pretty far corner. The urge to rush into stores to 
beat shortages simply doesn’t exist. 

Hence retail trade, though it may pick up gradually from 
now on, is still lagging. Many manufacturers, and prom- 
inently so the makers of textiles, apparel, shoes and other 
soft goods to whom competition has become a very real prob- 
lem, are wondering when they will be hit again by the 
prosperity wave that is supposed to be created by the defense 
boom. They enjoyed two such waves when scare buying 
was rampant. Now they are paying for them, slowly and pain- 
fully. They will continue to do so until the present demand-sup- 
ply maladjustments are corrected or alleviated. Whether there- 
after, and it will take a few months, the line of least resistance 
will be upward remains to be seen. 

A good idea would seem to be to forget past exaggerated 
sales peaks and make the most of existing opportunities. The 
trouble is that even that will be risky. No retailer likes to 
lose business because he is caught with short stocks. Yet there 
is understandable reluctance to add to already heavy though 
unbalanced inventories only to have to try to get rid of them 
via post-Christmas “fire sales.” That's why we say that the 
weeks ahead will be rather trying for many. 
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The Business Analyst 





MONEY AND CREDIT—The Treasury undertook its biggest 
refunding job in some time with the offering of 178% Treasury 
certificates in exchange for $11.2 billion of 144% notes matur- 
ing on October 15 and November 1. The new certificates will 
mature in eleven and one-half months, a slightly longer term 
than the Treasury’s previous certificate issue last summer, 
which bore the same interest rate but was an eleven month 
maturity. The refunding operation should be a success, with 
a minimum of turn-ins for cash payment, as the Federal 
Reserve banks are large holders of the maturing notes. With 
the Federal’s note holdings increasing by $310 million in the 
week ending October 3, the system is apparently buying the 
maturing securities as they are offered by those who do not 
care to make the exchange. The new certificates are traded 
over-the-counter on a when-issued basis and have gone to a 
premium, closing at 1.81% bid on October 5. The govern- 
ment bond market has been easy during the past two weeks 
with the longest term non-eligibles down 1% point while the 
bank-eligible 21's of 1972-67 were off only %. The Federal 
has increased its holdings of government securities by $900 
million in the past two weeks, thus pumping funds into the 
commercial banking system, while money is temporarily 
stringent. The government has piled up a $2.6 billion deficit 
in the three months ending September 30, the biggest quar- 
terly deficit in history excepting World War Il years, but 
still $1 billion less than Secretary Snyder had forecast. De- 
spite the fact that Congress will appropriate in excess of $56 
billion for the armed forces alone, not including the cost 
of the Korean war this year, nor foreign aid expenses, total 
government spending this fiscal year is estimated at $68.4 
billion, and this illustrates the lag between appropriations 
and actual spending. With the new tax bill soon bringing in 
additional revenues, it appears that the deficit for fiscal ‘52 
will fall far short of the $10 billion level envisaged in gov- 
ernmental quarters. The voluntary credit restraint program 
is meeting resistance from some states whose voters have 
authorized veterans’ bonuses. The state of Oregon offered 
$500,000 of bonus bonds early this month but no bids were 
received as the Western Voluntary Credit Restraint Committee 
had ruled that the issue was inflationary. However the state 
has indicated that state funds would be used to buy the issue 
and proceeds would be used to get the bonus machinery in 
action. A further issue of $40 million is planned in the near 
future in order to pay bonuses to veterans and here again 
state funds are expected to buy the issue if no bids are 
received. 
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TRADE—Retail trade continued on an even keel during the 
past fortnight with some pick-up noted in demand for ap- 
parels as the result of price concessions on a broad front. 
These reductions were made possible by the previous drop in 
raw material prices plus a cut in profit margins all along the 
line, forced by the unwieldy inventory situation. Purchases 
of television sets increased at least temporarily, spurred by 
completion of the transcontinental network, attraction of the 
World Series and interest in the coming football season. 
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INDUSTRY—Retail production continued to improve in the 
past two weeks and the MWS Index of Business Activity 
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reached 186.7, the highest point since the 190.7 level of 
the week ending June 30. Production of coal, oil, lumber and 
steel were all higher as were freight car loadings, while out- 
put of electric power and paperboard were somewhat lower. 
Final figures for the Federal Reserve Board’s production index 
show that August output at 218% of the 1935-1939 average 
had recovered somewhat from the July figure of 213. Most 
components of the index were higher but output of non-ferrous 
metals declined further during the month because of industry 
strikes. 
—0 





COMMODITIES—Primary market spot prices as measured by 
the all-inclusive Bureau of Labor Statistics Wholesale Price 
Index, have risen by 2 of 1% during the past two weeks 
with the farm product component of the index posting the 
largest gains. Meanwhile the more volatile daily index of 
28 basic commodities compiled by the same bureau has been 
rising for six consecutive weeks and is now 32% above the 
year’s low. Recent advances were spurred by the boost in 
ceiling prices raising lead 11.8% and zinc 10.9%. Wool 
top prices have also been very strong and on October 8 
were 11% above the level of a week earlier. 


(Please turn to the following page) 
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Essential Statistics 





























Latest Previous Pre- 
Wk. or Wk. or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 

MILITARY EXPENDITURES—$b (e) Sept. 2.6 3.0 1.2 1.55 (Continued from page 87) 
Cumulative from mid-1940. Sept. 427.7 425.1 399.6 13.8 EXPORTS from the United States dur- 
FEDERAL GROSS DEBT—$b Oct. 4 257.0 256.9 2563 55.2 | ing July had a value of $1,175 million 
which was somewhat below June exports 
MONEY SUPPLY—$b 51.4 49.2 26.1 of $1,279 million according to the U. S. 
Denne Repnies) Ses ore “4 n: a 10.7 | Bureau of the Census. The July total in- 
ey + oe — — ee cluded $89 million worth of goods shipped 
BANK DEBITS under the Mutual Defense Assistance Pro- 
New York City—$b Sept. 26 10.9 12.2 10.3 4.26 | gram while in June exports for this pur- 
93 Other Centers—$b Sept. 26 15.9 18.0 15.2 7.60 | pose amounted to $113 million. The larg- 
PERSONAL ENCOMES—Ob (ed) July 2516 251 293 102 est decrease from June exports occurred 


Salaries and Wages 











in the category of finished manufactures 
~y ~— ne _ cd which dropped $37 million to total $718 





















































Pee Sane eed - - o - million in July, while exports of crude 
Interest and Dividends duly ” ae . ” foodstuffs amounting to $105 million were 
Transfer Payment duly = . so $31 million below June results. Total ex- 
(INCOME FROM AGRICULTURE) July 22 21 19 10 ports Lewever commined tar ehowe the 
POPULATION—m (e) (cb) Aug. 1546 1544 151.9 133.8 | July 1950 total of $768 million. IMPORTS 
Non-Institutional, Age 14 & Over | Aug. 108.9 1089 109.6 101.8 | during July of $886 million was also down 
Civilian Labor Force. Aug. 64.2 64.4 64.9 55.6 | from the $914 million worth of goods im- 
ployed Aug. 1.6 19 2.5 3.8 ported during June, with a $17 million 
Employed Aug. 62.6 62.5 62.4 51.8 | drop in imports of semi-manufactured ar- 
In Agriculture Aug. 7.7 7.9 8.2 8.0 | ticles accounting for almost 2 of the total 
Sieetienes Aug. 54.9 54.6 54.2 43.8 | decline in imports. Imports of crude food- 
At Work Aug. 57.8 56.6 57.9 43.2 | stuffs such as cocoa and coffee also 
Weekly Hours, non-farm Aug. 42.4 42.3 42.3 42.0 | showed a sizeable drop. With the decline 
Man-Hours Weekly—b Aug. 2.45 2.39 2.45 1.82 | in exports exceeding the import cut, our 
EMPLOYEES, Non-Farm—m (Ib) Aug. “3 6A 4.1 375 _ tpn id ering jocggacon yt mil- 
Government Aug. 6.4 63 58 48 lion was below the million balance 
in our favor during June. In July 1950 
a Sh me wig ed pod "17 | exports exceeded imports by only $66 
Weekly Hours Aug. 40.4 40.3 41.2 40.4 adios. 
Hourly Wage (cents) Aug. 160.2 160.2 146.4 773 + * c 
Weekly Wage ($) Aug. 64.72 64.56 60.32 21.33 August factory sales of PASSENGER 
PRICES—Wholesale (Ib2) Oct. 2 17.2 1767 «169.2 ~=«-92.5 | CARS totalled 426,932 units against 
Retail (edlb) July 206.7 206.6 190.0 116.2 682,782 a year earlier and 381,407 in 
-- July of this year, according to the Auto- 
COST OF LIVING (Ib3)** Aug. 185.5 185.5 173.4 100.2. | mobile Manufacturers Association. Sales 
Food Aug. 227.0 227.7 209.9 - 113.1 | for the first eight months of this year 
Clothing Aug. 203.6 203.3 185.7. 113.8 | amounted to 3,907,197 vehicles and this 
Rent Aug. 136.8 136.2 131.6 107.8 | was below the 4,372,051 units sold in the 








RETAIL TRADE—$b 





























pete ” 4 pe eee ~ 1.1 | bered 424,422 units, an improvement from 
ae RET July 8.1 8.0 76 36 | the 406,333 registered during July, ac- 
‘ cording to R. L Polk & Company’s figures. 
Dep’t Store Sales (mrb)____——_— | July 0.87 0.85 1.02 0.39 Th 11-ti high é : 
Retail Sales Credit, End Mo. (rb2)__ | July 109 1.0 109 5.5 ee eee eee 
was reached in August 1950 with a regis- 
MANUFACTURERS’ tration record of 683,995 new passenger 
New Orders—$b (cd) Total______ | Aug. 22.6 21.0 27.3 14.6 cars. 
Durable Goods Aug. 10.8 10.4 13.9 Fe | m sa * 
Nendurbls Good: _ Aug. 11.8 10.5 13.5 7.5 Sales of GAS by public utility com- 
Shipments—$b (¢d)—Total_ Aug. 22.5 19.9 22.8 8.3 | panies during the month of July totalled 
DirablesGoods—. | _MAug, 10.3 8.9 9.9 41 3,124 million therms, or 13.8% above the 
NenDurable Goods ee. Aug. 12:2 11.0 12.9 4.2 | 2,745 million therms sold in July of last 
SS year, the American Gas Association has 
BUSINESS INVENTORIES, End Mo. reported. NATURAL GAS sales of 2,907 
Total—$b (ed) July 70.7 70.5 54.2 28.6 | million therms topped last year’s 2,537 
Manufacturers’ — SS SSsSsSly 40.4 40.0 30.0 16.4 million by 14.6% while sales of manufac- 
Whowsalers’ oly 17 11.9 9.5 4.1 tured gas, which are now a small per- 
Retailers’ July 18.6 18.7 147 8.1 | centage of total gas sales, dropped 13.5% 
Dept. Store Stocks (mrb) July 2.8 2.8 8 12 to 110 million therms. Sales of mixed 
BUSINESS ACTIVITY—1—pc Sept. 29 186.7 185.9 179.2 141.8 | gas rose 4% to 107 million therms in the 
(M. W. S.)—I—np____ | Sept. 29 2178 2168 211.1 146.5 | same period. The changes in sales of the 





same period last year. REGISTRATIONS 
47 | Of new passenger cars during August num- 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 

INDUSTRIAL PROD.—1—np (rb) Aug. 218 213 209 174 several types of gas reflect a large number 
Mining Aug. 165 156 159 133 of conversions to natural gas while over- 
Durable Goods Mfr Aug. 269 266 247 220 all demand continues to rise. 

Non-Durable Goods Mfr Aug. 194 189 195 151 * * « 

CARLOADINGS-—t—Total Sept. 29 865 864 880 833 NEW RUBBER CONSUMPTION in 
Mise. Freight Sept. 29 415 411 412 379 August was up 7.2% to total 104,859 long 
in 4 64 Sept. 29 77 76 90 156 tons against 97,781 long tons in July ac- 
Grain Sept. 29 51 54 51 43 cording to the Rubber Manufacturers As- 

_ ~ sociation, Inc. Consumption of natural rub- 

ELEC. POWER Output (Kw.H.) m Sept. 297/102 7,014 6,503 3.267 ber at 36,369 tons was up 1.7% from 

aa mens. tek Gah Sept. 29 11.1 10.9 11.6 10.8 July but 44.1% below the results for Aug- 
Seite aiid tien. Sept. 29 389 378 368 446 ust 1950, while synthetic rubber use at 
Sedin, ‘edt tee ron 75.4 74.1 59.0 618 68,490 tons in August was 10.4% above 

a pang ee = — | July usage and 34.9% beter than con- 

PETROLEUM—(bbls.) m sumption in August of last year. 

Crude Output, Daily Sept. 29 6.3 6.3 5.9 4.1 * * ~ 

Gasoline Stocks Sept. 29 112 113 104 86 BUSINESS FAILURES in August were 
Fuel Oil Stocks Sept. 29 48 48 42 94 higher after a two month decline and to- 
Heating Oil Stocks Sept. 29 - bi 7 ‘| talled 678 firms, according to compilations 

LUMBER, Prod.—(bd. ft.) m Sept. 29 613 632 667 632 of Dun & Bradstreet. However the figures 
Sisal, Hd Me: Wid edb pan 79 75 6.4 12.6 | were below the 787 firms that failed a 

a: met year ago. Firms that failed in August had 

STEEL INGOT PROD. (st) m Aug. 8.72 8.68 8.24 6.96 | LIABILITIES of $26.4 million, the highest 
Cumulative from Jan. 1 Aug. 69.7 61.0 63.5 74.7 | in seventeen months and sharply above 

iin “nemmene July liabilities which amounted to $21.1 
AWARDS-—$m (en) Oct. 4 422 335 288 94 million. ee 
Cumulative from Jan. 1 Oct. 4 11,146 10,724 9,252 5,692 

NEWSPRINT OUTPUT in North Amer- 

MISCELLANEOUS ica reached 580,622 tons in August with 
Seipadeael Vie Coden tlt Sept. 29 206 156 253 165 a total of 484,563 tons produced in 
Ghetnitien, Cenesiiy Salen Aug. 37 30 39 17 Canada and 96,059 tons in the United 

Do., Cigars—m Aug. 534 422 587 543 States. A year ago, production in both 
Do., Manufactured Tobacco (Ibs)m_ | Aug. 22 16 24 28 countries amounted to 559,320 tons. 

b—Billions. ch—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., lly adjusted monthly totals o annual rate, before tanes. 

edilb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated, on—Engincering News-Record. I—S lly adjusted index 


(1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1926—100). Ib3—Labor Bureau (1935—100). It—Long tons. Aa make mills, publishers, 
and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation for population growth. pe—Per capita basis. 


















































rb—Federal Reserve Board. rb2—Federal Reserve Board, instalment sale credit and charge accounts. st—Short tons. t—Thousands. *—1941; November, 
or week ended December 6. **—S lly adjusted 
THE MAGAZINE OF WALL STREEET COMMON STOCK INDEXES 
No. of 1951 Indexes —— | (Nov. 14, 1936, Cl._—100) High Low Sept.28  Oct.6 
Issues (1925 Cl.—100) High Low  Sept.28 Oct.6 | 100 HIGH PRICED STOCKS 124.4 107.1 121.9 = 124.4 
334 COMBINED AVERAGE .......... 204.1 172.6 198.6 204.1A 100 LOW PRICED STOCKS 250.6 208.6 242.5 250.6A 
4 Agricultural Implements ........ 305.7 246.5 285.9 305.7A 5 Investment Trusts ........... 98.9 84.8 97.2 98.94 
10 Aircraft (‘27 Cl.—100)............ 339.1 252.8 323.7 339.1A 3 Liquor (’27 Cl.—100) _ 1238.7 1066.6 1192.8 1238.7 
7 Air Lines (‘34 Cl.—100).......... 764.7 634.0 705.9 719.0 WU MegenIGR EY osc cece sccccnsesnorae . wae 177.7 210.2 215.94 
8 Amusements ........0.......05. 111.6 86.6 108.9 111.6A 3 Mail Order 152.0 125.3 138.6 144.0 
10 Automobile Accessories .......... 257.6 216.2 248.4 = 257.6 3 Meat Packing . 109.7 85.7 95.0 100.2 
A. 46.3 mye Pp poop 13 Metals, Miscellaneous a = pie —— 
3 Baking ('26 Cl.—100)............ 23.2 ‘ TS eee . . 
3 <a oa as, eee 410.1 300.8 392.5 404.2 29 re Berea 447.3 355.0 436.7 447.34 
2 Bus Lines ('26 Cl.—100)... 183.1 150.6 152.3 159.1 30 Public Utilities 154.2 142.5 152.8 154.2A 
IE ir natn 427.8 326.0 411.5 408.3 9 Radio & TV ('27 Cl.—100) 31.9 29.6 31.4 31.94 
a re 18.3 13.2 14.2 15.7 8 Railroad Equipment .............. 73.8 57.5 65.7 69.7 
4 Communications ... 72.5 58.3 70.6 71.2 DA We GCMNR 5 scoos once dhicvcsesventares 45.4 34.2 42.0 44.0 
PA Construchaw ..:--tiyscs.rscsssseseens 73.0 60.2 70.1 73.0A CTS eee Oe ee Te 41.0 34.3 37.8 38.6 
PNR on ccc. 254. soc mccrtioeee 490.6 376.5 483.3 490.6A 3 Shipbuilding ...................... 184.4 139.1 176.0 184.4A 
9\Copper & Brass:..........0...:0s:-- 169.3 126.3 160.1 169.3A AL oe 395.5 317.0 317.0 317.0 
2 Dairy Products 83.4 75.9 83.2 83.2_ 15 Steel & lron.................. shtos . 169.5 134.1 159.2 162.1 
5 Department Stores ................ 84.5 66.0 747 76.9 CC Sey er aaa . 8s 66.5 72.5 75.4 
6 Drugs & Toilet Articles.......... 235.0 213.6 226.3 - 230.5 2 Sulphur 655.3 425.3 655.3 625.0 
2 Finance Companies st 243.0 300.7 303.2 MU WOMENS ooo esse decsc2 soa ctesss cass 223.6 191.3 205.4 211.5 
7 food Brands. .........:...... 171.4 185.9 187.8 3 Tires & Rubber............. 75.3 51.2 69.9 75.3A 
9 oe oe 103.8 106.0 108.3 fe) eee 86.1 75.3 84.3 83.4 
Be RUERIMINOGIE «5-56 ssiscscscsetecsssnssees 65.7 67.0 67.7 2 Variety Stores . ; one 301.1 422.6 325.6A 
GONE TITS nn: .ecaccvisessses ones 579.3 707.4 701.8 20 Unclassified (‘49 cl. —100) o... Mare 109.4 122.0 124.3 
A—New High for 1951. 
OCTOBER 20, 1951 89 








LEV eeepeees ese 








Trend of Commodities 





Commodity futures have been generally higher during the 
past two weeks with trading featured by a spectacular rise 
in wool. At the October 8 close, grease wool futures had 
risen 54 to 61 cents a pound from the season’s lows made 
on September 19. Textile men were as puzzled by the rise 
as they had been by the preceding drop which had sheared 
about $2 a pound from values in an eight month period. 
Cotton also was higher with a sharp run-up following the 
Oct. 8 government estimate which forecast a 16.9 million 
bale crop. This was 360,000 bales below the month earlier 
estimate and crop damage was attributed to high tempera- 
tures and excessively dry weather. The news was immediately 
reflected in a quick rise with the nearby October option 
closing at 37.58 or 67 points above the previous close. In 
‘he past two weeks this future has risen 118 points with the 


continued holding movement by Southern farmers an im- 
portant influence. However, if farmers can sell their cotton at 
present prices, very little would go into the loan and this 
would make for a large floating supply. Grain prices have 
been improving and May wheat at 251% on October 8 was 
2% cents above its September 24 price. One reason for 
strength here is the increase in the amount going into the 
government loan. Through August 31 approximately 68 mil- 
lion bushels have been thus impounded against 57 million 
in the same period of last year. Continuation of this trend 
could mean a tight supply situation later in the season. March 
corn rallied 134 cents during the past fortnight to close at 
$1.81. This compares with the official support price on the 
farm of $1.57 cents a bushel which equals about $1.72 at 
Chicago. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 


Date 2 Wks. 3 Mos. 1 Year Dec. 6 
Oct.5 Ago Ago Ago 1941 


28 Basic Commodities . ..... 004.1 326.1 337.4 326.7 156.9 
11 Imported Commodities ....... .. 346.0 336.2 353.4 350.5 157.3 
17 Domestic Commodities .................. 326.6 319.7 327.5 312.3 156.6 





RAW MATERIALS SPOT INDEX 


JUNE JULY AVG. SEPT. 


OF mary 
Wat. streer INDE 








14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1951 1950 1947 1945 1941 1939 1938 1937 
0 Rene: 214.5 3047 1640 958 743 783 65.8 93.8 


BB seca so scsxioevioste 174.8 134.2 126.4 93.6 58.7 61.6 57.5 64.7 


Date 2 Wks. 3 Mos. 1 Year Dec. 6 
Oct.5 Ago Ago Ago 1941 








7 Domestic Agriculture .. 358.8 340.9 364.8 345.7 163.9 
12 Foodstuffs ; 372.3 368.0 367.3 350.4 169.2 
16 Raw Material . . 319.6 307.8 324.7 315.2 148.2 
COMMODITY FUTURES INDEX 
JUNE JULY AUG. SEPT. 
DOW-JONES 





COMMODITIES — 












































Average 1924-26 equals 100 


1951 1950 1947 1945 1941 1939 1938 1937 
RAN ovecectonscasee 215.4 202.8 184.4 111.7 88.9 67.9 57.7 9866 
BOW) | ocsscsssteusicte 176.4 140.8 123.0 986 58.2 489 47.3 546 
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The Budd Company has started construction of 
a new plant to machine, weld and paint tank hulls 
and turrets for the Army under a sub-contract from 
the Chrysler Corporation. Cost of the project, includ- 
ing machinery, is $6 million. Completion of the 
building, including installation of much of the ma- 
chinery, is scheduled for March 25. This will be one 
of the first plants in the country equipped exclu- 
sively for the rapid and accurate machining of 
Army tank hulls and turrets. It will also have facil- 
ities for the maintenance and repair of various 
machine tools used. 


An electronic “glove” designed to keep ice off 
television transmitting towers and give better win- 
ter reception will be installed next month on the 
quarter-mile high TV mast above the 102-story 
Empire State building. The electronic system was 
resigned by Minneapolis-Honeywell Regulator Com- 
pany and the American Instrument Company to react 
to temperatures at the mast level. When tempera- 
tures are at the freezing point, two Honeywell 
thermostats, similar to those used in homes, will 
send a signal to an electronic control device. Day 
and night, this instrument will automatically send 
heat-producing power, when needed, to each trans- 
mitting element, keeping them warm enough to pre- 
vent icing. Operation of the new mast and system 
will greatly reduce the need for refocusing of re- 
ceivers, when changing stations, for all five tele- 
casting stations operating from that point. 


Virtual completion of an expansion program that 
will nearly double the annual container manufactur- 
ing capacity of the American Can Company’s plant 
at St. Paul, Minn., has been announced. Several new 
production lines, each capable of turning out up to 
400 cans per minute have been installed and the 
plant is now ready to serve growing demands for 
containers by vegetable canners and meat packers 
in the Twin City area. The enlarged facilities are 
considered by the company as among the best of the 
60 can-making factories and machine shops it oper- 
ates in the United States, Hawaii and Canada. 


An expansion program of major proportions at 
the Philadelphia refinery of the Gulf Oil Corpora- 
tion. Construction is about to begin and will be 
completed early in 1953. The Philadelphia project, 
part of a company-wide $200 million enlargement 
program begun earlier this year, brings to a total 
of more than a billion dollars spent during the six 
years following the war and exceeds by approxi- 
mately sixty per cent the company’s net earnings 
during the same period. Two of the refining units 
to be installed at Philadelphia will be the largest of 
their kind ever built, and along with supplemental 
units will increase that refinery’s crude capacity of 
76,140 barrels per day or nearly seventy-five per 
cent. Also to be built is a 10,000 barrel per day 
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catalytic reforming unit for manufacturing high 
quality gasolines. To accommodate the new refining 
equipment, over 30 miles of new pipe lines will be 
installed and additional tankage and water-cooling 
equipment will be constructed. 


Allegheny Ludlum Steel Corporation has proposed 
an increase in the authorized indebtedness of the 
company from $20 million to $40 million and will 
submit the proposition to the stockholders Dec. 4, 
1951. In 1950, the Corporation decided to proceed 
with substantial improvements to their plants and 
facilities. The cost of these improvements, some of 
which have been substantially completed, is esti- 
mated to be approximately $34.5 million. The cor- 
poration has decided on additional improvements, 
the aggregate cost of which, exclusive of ordinary 
expenditures for such purposes, is estimated to be 
approximately $16.5 million. The Board of Directors 
has no present intention of incurring funded indebt- 
edness but under the Pennsylvania law 60 days 
notice is required for a meeting of stockholders at 
which an increase of indebtedness is to be consid- 
ered. The corporation thus felt it advisable to be in 
the position to incur indebtedness since the needs 
of the business may require up to $40 million, with- 
out the delay incident to such 60-day notice. 


The New Products Division of the Minnesota Min- 
ing and Manufacturing Company announces the new- 
est, most rapid and only dry-process method for 
making exact and permanent copies of original 
letters, forms, memos, invoices, charts, sketches or 
any other material which has been printed or writ- 
ten. The “method” is a new duplicating machine and 
paper, trade-marked Thermo-fax. This new machine 
uses a controlled beam of heat to copy black and 
white originals directly. An infra-red light source 
sends rays through a heatsensitive Thermo-Fax 
sheet to the black and white original. The black type 
face converts the infra-red rays into heat. This heat 
acts on the Thermo-Fax sheet to produce the orig- 
inal. There are no preliminary or finishing opera- 
tions with the Thermo-Fax Duplicator; no nega- 
tives, chemicals, washing, or drying. Copies are 
ready for distribution immediately upon removal 
from the Duplicator. They do not fade or change 
color and the copies are permanent. The entire 
copying operation requires only 15 seconds. 


An acetate carbon ribbon developed especially for 
the preparation of masters for photographic and 
paper plate reproduction is among the four new 
office supply products announced by International 
Business Machines Corporation. This first all plastic 
ribbon permits maximum carbon deposit to produce 
ideal type impressions for clear reproduction. It is 
available with two weights of carbon coating. The 
other new products include two nylon ribbons and a 
new non-curl, non-smudge carbon paper with its 
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back treated to prevent slippage. Two diagonally op- 
posite corner cuts and the extra length of the carbon 
paper provide for easy removal. Because nylon can 
be quality controlled more easily than natural fibers, 
the new nylon ribbons offer the advantage of greater 
uniformity of thread diameter, minimizing fiaws in 
weaving, and heavy threads and splices that may be 
found in cotton ribbons. The thread count of 300 to 
an inch contributes to the high quality and dura- 
bility of these ribbons. Two types of nylon ribbon 
are introduced—Superior Write and Superior Life 
—and the edges of both are heat-sealed to prevent 
unraveling or fraying. These ribbons are available 
with light, medium, or intense inking. To maintain 
constant high quality of ribbons and carbon paper, 
IBM has originated the use of the Densitometer in 
its inspection program. The Densitometer is a pre- 
cise electronic instrument which automatically indi- 
cates on a dial the exact degree of ink or carbon 
deposit. 


A new Chloromycetin product, which tastes like 
custard has been developed by Parke, Davis & Com- 
pany for the thousands of children too young to 
swallow the life-saving antibiotic in capsules. The 
new product, announced to-day, is called Pediatric 
Chloromycetin Palmitate. Since crystalline Chloro- 
mycetin is bitter, it has been administered chiefly 
in capsule form. The creamy new product for chil- 
dren has a rich custard flavor, and actually contains 
a tasteless derivative of the antibiotic. This new 
chemical off-spring was discovered only after hun- 
dreds of experiments were completed in the Parke, 
Davis laboratories. Palmitates are common sub- 
stances present in many every-day foods. Because of 
heavy demands for all Chloromycetin products, 
Pediatric Chloromycetin Palmitate will not be in 
plentiful supply at the outset, production, however 
will be increased as rapidly as possible. The new 
Chloromycetin product was developed in the Parke, 
Davis laboratories where the antibiotic was discov- 
ered three years ago. 


The Long Lines Department of the American Tele- 
phone and Telegraph Company has applied to the 
Federal Communications Commission for authority 
to provide a private wire and VHF radio telephone 
system along a new oil pipe line between Lumberton, 
Miss., and Mobile, Alabama, operated by the Gulf 
Refining Company. The pipe line requires eight in- 
termediate heater stations and one intermediate 
heater and pumping station to move oil along the 
88 mile route. Five of the stations will be connected 
by radio telephone to a base radio transmitter and 
receiver at Wiggins, Miss. The other four will be 
connected to a similar base station just outside of 
Mobile. These base stations, in turn, will be joined 
to each other and to the pipe line terminals at Lum- 
berton and Mobile by existing wire line facilities. 
—" would be available at all points 24 hours 

aily. 


A new motor driven trolley developed by the 
Philadelphia division of Yale & Towne Manufactur- 
ing Company is designed to increase load and 
operator safety, lower hoist maintenance costs, and 
eliminate trolley brakes and complex electrical speed 
changing equipment. Source of these benefits is a 
hydraulic coupling which transmits power from the 
motor to the drive unit through a cushion of oil. 
Long used in automobiles, this is the first applica- 
tion of fluid transmissions to hoisting equipment. 
Since the fluid coupling completely replaces expen- 
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sive accelerating speed control, the maintenance 
costs of this complex equipment is eliminated. Power 
requirements are less than one-half of normal with 
accompanying reduction in motor heating and main- 
tenance. In addition there is no metal to metal con- 
tact in the coupling itself, causing no wear, with 
maintenance requirements only an occasional check 
of oil level. The new Yale fluid coupling is available 
for all Yale power driven trolleys. 


Painting and priming of industrial and consumer 
goods will be speeded by a versatile new G-E Glyptal 
alkyd resin manufactured by General Electric’s 
chemical division, which air dries dust-free in five 
to ten minutes, and tack-free in three to four hours. 
Recommended applications include appliance and 
furniture finishes, primers, automotive and metal 
cabinet finishes and venetian blind enamels. Exceed- 
ingly versatile, the resin is recommended for a va- 
riety of industrial finishes requiring fast air-dry or 
very rapid bake. It has excellent color retention, ad- 
hesion, toughness, mar resistance, and salt spray 
resistance. Designated as G-E Glyptal 7422, the new 
paint resin is a short, pure, oil-modified alkyd, free 
of rosin, phenolic, styrene, or other modifiers. 


American Smelting & Refining Company broke 
ground recently at South Plainfield, N. J., for a new 
two story central research laboratory. The new 
82,000 square-foot building will have almost twice 
the space of the company’s Perth Amboy laboratory 
at Barber, N. J. When completed within a year it 
will house about 75 individual laboratories and an 
equal number of offices and shops. It will have the 
most modern apparatus, including electronic micro- 
scopes, electric and fuel-fired furnaces, miniature 
copper refineries and zinc plants, wire drawing ma- 
chinery and a huge pilot-plant laboratory complete 
with cranes and other equipment for large-scale 
work. 


International Telephone & Telegraph Corporation 
announced it will spend $1,750,000 to remodel, 
expand and completely modernize the facilities of 
Coolerator Co. of Duluth, Minn., which it purchased 
from Gibson Refrigerator Co., last July. I.T.&.T., a 
telecommunications organization with large foreign 
holdings, has been adding to its manufacturing sub- 
sidiaries in the U. S. in recent years. These now 
include Federal Telephone & Radio Corp. and Cape- 
hart-Farnsworth Corp; it also recently acquired a 
iia interest in Kellogg Switchboard & Supply 

0. 


Chevrolet Motor Division of General Motors Cor- 
poration announced it will build a new 1 million- 
square foot aviation engine plant on a recently 
acquired site in Flint, Michigan. Cost of the new 
facility is believed to run in the neighborhood of $30 
million. The Flint unit is for the production of 
Wright engines for the Air Force and Navy. Ground 
will be broken for this plant as soon as construction 
contracts are completed. 


Bridgeport Brass Company, one of the oldest and 
largest independent makers of brass, bronze and 
copper products plans to broaden its line to include 
products made from aluminum. The company has 
been experimenting with this metal for several years 
and the addition of another non-ferrous metal as a 
raw material will be possible without any extensive 
alterations of the plants which it owns in Bridgeport 
and Indianapolis. 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


4. No inquiry will be answered which is mailed in our postpaid reply 


5. Special rates upon request for those requiring additional service. 





American Car & Foundry Company 


“Please furnish information as to re- 
cent annual earnings, dividends and 
financial position of American Car & 
Foundry Company.” 


R. P., Saginaw, Michigan 


American Car & Foundry Co. 
for the fiscal year ended April 30, 
1951 showed a net profit after 
taxes of $2,675,914. These earn- 
ings are equivalent to $1.08 per 
share on the common stock after 
payment of the full dividend of $7 
per share on the outstanding pre- 
ferred stock. In the previous fiscal 
year net income after taxes was 
$436,198. The company’s consoli- 
dated balance sheet as of April 30, 
1951 showed total current assets 
of $81,247,368, versus total cur- 
rent liabilities of $34,673,437. This 
compares with total current assets 
of $58,550,413 and total current 
liabilities of $14,947,610 as of 1950 
year-end. 

Consolidated net sales for the 
latest fiscal year were $119,657,- 
304, and compare with sales. of 
$147,470,154 for the year ended 
April 30, 1950. 

The company entered the new 
year with a substantial backlog 
totalling approximately $340 mil- 
lion on June 1. Included in this fig- 
ure are orders for approximately 
$170 million in railroad equip- 
ment — the balance being war 
orders, carburetors and miscella- 
neous business. 

Earning prospects of the com- 
pany appear to be quite favorable 
for this year. 

During the past year the com- 
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pany completed the closing of the 
Chicago and Madison, [Illinois 
plants and these are now on the 
market for sale. Wilmington, Del- 
aware has also been discontinued 
as a car-building plant. These 
moves have resulted in a substan- 
tial reduction in overhead ex- 
penses and when these plants are 
sold, this will bring in additional 
capital which can be used in the 
business. One of the most impor- 
tant factors that aggravated the 
company’s feast and famine peri- 
ods in the past was the expense of 
carrying closed plants at times 
when the business volume was low. 
Company’s remaining plants are 
adequate to do all the profitable 
business which is in prospect. 

No dividends were paid in 1950 
but $2.00 has been paid thus far 
in the current year. 


Archer Daniels Midland 


“Has there been much change in the 
working capital position of Archer 
Daniels Midland Company in recent 
years? What have been the recent an- 
nual earnings and dividends?” 


R. F., Omaha, Nebraska 


Net sales of Archer Daniels 
Midland Company for the fiscal 
year ended June 30, 1951, were 
$239,868,594 compared with $219,- 
060,069 for the previous year. Net 
profit was $10,764,726, up 15% 
from the $9,339,934 reported a 
year ago. 

Transactions of the Grain Divi- 
sion, which expanded its storage 
facilities by 750,000 bushels and 
set a new record for grain receipts 





during the year, were not included 
in the sales total. 

Earnings for the year amounted 
to $6.58 a share compared with 
$5.71 for the previous year. Total 
dividend payments for the year 
were $4,577,294 representing 
42.5% of net profits, This was 
paid in four 70 cent dividends. A 
net amount of $7,098,299 was set 
aside to provide for income taxes 
based on present rates. 

The company’s continued prog- 
ress is shown by the fact that dur- 
ing the past six years, net working 
capital has grown from $25,493,- 
716 to $49,397,282. Net worth, 
during the same period, increased 
from $36,848,569 to $85,266,750. 
Net worth per share is now $52.16 
compared with $22.54 six years 
ago. Additions to plants totalled 
$4,147,350 for the year. 

International developments, 
during the year, caused violent 
fluctuations in the prices of com- 
modities handled by Archer-Dan- 
iels-Midland. This market insta- 
bility was the major management 
problem during the year. How- 
ever, some good crops and a strong 
demand for company’s products 
resulted in increased sales and 
higher net earnings. 

Highlights of the year included 
development of a number of new 
products by the Research Division. 
Several were introduced to the 
market during the year and have 
already gained quick acceptance. 
Others, still in the pilot plan stage, 
are expected to open new markets 
and sales opportunities for the 
company’s products. 

Under its expanded research 
program, the company is conduct- 
ing investigations in the fields of 
protective coatings, fatty acids, 
fish oils, chemical specialties, in- 
dustrial cereals, soy and wheat 
flours, edible oils, soybean and lin- 
seed oil meals and by-products, 
and livestock and poultry feeds. 

Despite increased Government 
restrictions and higher corpora- 
tion taxes, prospects for the com- 
pany over the next twelve months 
appear favorable. 
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Only STEEL can do so many jobsgc 
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CAVE OF THE WINDS. This largest ‘‘supersonic’? wind tunnel! 
the world—at the National Advisory Committee for Ae 
nautics, Lewis Laboratory, Cleveland—is capable of providiff 
air velocities up to twice the speed of sound for aeronauti 
research. The tunnel’s testing chamber measures 8 by 6 fe 
and has flexible walls of highly-polished U-S’S Stainless Sta ° 
plates, specially made by U.S. Steel for this vital defense proje 


NEW WAY TO GATHER GOOBERS. This new peanut combi 
threshes along the row where the peanuts are grown, gathi 
up nut-laden vines, picks them clean, and deposits the m 
tc condition the soil for the next crop. In tests, it has redu( 
harvesting man-hours per acre from 30 to 4, lets two men 
the work of 12, saves $40 an acre. By supplying steel for sv 
equipment, U.S. Steel helps build a more productive Amer! 


AMERICAN BRIDGE COMPANY ¢ AMERICAN STEEL & WIRE COMPANY and CYCLONE FENCE DIVISION * COLUMBIA STEEL COMPANY e CONSOLIDATED WEST 
TENNESSEE COAL, IRON & RAILROAD COMPANY ¢ UNION SUPPLY COMPANY ¢ UNITED STATES STEEL COMPANY e UNITED STATES STEEL EXPORT COMP 
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WITHIN WHEELS. Here you are looking 
the driving gears of a 10-ton vertical 
ging machine, making U-S’S TicErR BRAND 
yvator Rope to lift and lower the elevators 
any of our country’s famous skyscrapers. 
equipment also manufactures general 
ing rope for applications such as the 
es shown in illustration at right. Whether 
need enormous steel cables to support a 
ge, or wire that’s finer than a human hair, 
ited States Steel manufactures a wire 
ed to your special requirements. 


HOW TO SWING A STEEPLE 80 FEET UP. Here are two cranes completing the 80-foot 
lift of a prefabricated steel steeple, and about to swing it over its base. United 
States Steel has won a world-wide reputation as fabricators and erectors of 
steel work for everything from football stadia to church steeples, from bridges 
to television towers, 


FACTS YOU SHOULD KNOW 


for Ae! SHEEPSFOOT ROLLER. Army Engineers ABOUT STEEL 
soil d this odd-looking, 36-ton steel roller a In 1951, the American steel industry must 
ie ty useful tool for compacting and leveling be able to purchase 30 million tons of 
. f fll in the construction of airstrips. Al- high grade scrap outside the industry, if 
by 6 Ie ugh the defense program will require in- it is to achieve the record steel production 
nless “sing amounts of steel, the constantly- goats et Sar 8 hey cur datenae qrogres. 
e “ fi eee Ae: Memo to manufacturers, farmers and pro- 
banding steel-producing facilities of United prietors of auto “graveyards”: Tum in 
Ftes Steel should enable it to supply steel your scrap! It means money for you, more 

many essential everyday uses, too. steel for America! 


“4NITED STATES STEEL 


as redut 
C ; ae ; 
Helping to Build a Better NCVICA This trade-mark is your guide 


to quality steel 


we LCORPORATION ¢ GERRARD STEEL STRAPPING COMPANY * GUNNISON HOMES, INC. * NATIONAL TUBE COMPANY © OIL WELL SUPPLY COMPANY 
ORT COMED STATES STEEL PRODUCTS COMPANY * UNITED STATES STEEL SUPPLY COMPANY © UNIVERSAL ATLAS CEMENT COMPANY ¢ VIRGINIA BRIDGE COMPANY 
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How Long Can We Maintain 
Fixed Gold Price? 





(Continued from page 65) 


inflationary implications because 
it may strengthen labor demands 
for higher pay in the mines. On 
the other hand it is recognized 
that premium gold sales may as- 
sist Canada in maintaining her 
hard currency reserves since in 
practically all cases, such sales 
will be required to bring back 


U.S. dollars. 

Back of the International Mone- 
tary Fund’s move to withdraw its 
opposition to premium gold sales 
has not only been its inability to 
curb them effectively but, as sec- 
ond choice, the hope that compe- 
tition will keep the price down to 
reasonable levels. Until recently, 
premium sales have not been as 
serious a question as some time 
ago when free markets were 
booming though they might be- 
come one again. 

The modest firming in free for- 
eign markets, apart from the sky- 








Billion dollar “dream” 


Just 27 years ago Armco engi- 
neers came up with an idea that 
has saved steel users billions of 
dollars. It was the continuous mill 
for rolling steel sheets, and it made 
the slow, costly, back-breaking 
hand mill obsolete overnight. 


Called one of the world’s great 
inventions, the new method pro- 
duced thin sheets by passing thick 
slabs of steel through stand after 
stand of giant rolls. In the inter- 
ests of the steel industry and the 
public, Armco shared this revolu- 
tionary method by licensing it to 
other steel companies. 


ARMCO STEEL CORPORATION 


Middletown, Ohio, with Plants and Sales Offices from Coast to Coast 
The Armco International Corporation, World-Wide 
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Last year American mills turned 
out 25 million tons of steel sheets 
and strip. Rolled on hand mills, 
this tonnage would have cost man- 
ufacturers an additional billion 


dollars. 


The continuous mill is one big | 
reason why plain steel can still be | 
bought for a nickel a pound. But, | 
in the 27-year history of this | 
Armco invention it has done far | 
more than cut costs; it makes more | 
uniform steels—sheets that enable | 
the manufacturer to build better, | 
longer-lasting industrial and con- | 
sumer products. 


| RMCY | 


vy 


rocketing in Paris which was due 
to devaluation rumors, seems to 
point neither to expectation of a 
large new supply nor to any con- 
siderable swelling of hoarding de- 
mands. Official American insist- 
ence to retain the existing fixed 
gold price indefinitely should con- 
tinue to militate against genera- 
tion of new large-scale specula- 
tion in hopes of a higher official 
gold price. 

If so, the Fund’s expectations 
may well be realized, at least for 
some time. But with world condi- 
tions what they are, with global 


‘inflation on the march, with gov- 


ernment debt out of proportion 
to gold supplies, the move may 
prove no more than a temporary 
solution. Some opine that it may 
mark a turning point in the his- 
tory of gold. One might amplify 
this and say that it may prove 


‘just another step along the road 


at the end of which lies the neces- 
sity of a final solution of the gold 
price question. 





New Horizons for Television 





(Continued from page 75) 


in to one’s living room for a nom- 
inal consideration, but there are 
many complicating problems in- 
volved because of competing 
methods and the necessity for a 
definite ruling by the Federal 
Communications Commission to 
clarify the situation. Hence many 
months if not years seem likely 
to elapse before this interesting 
development can be put into oper- 
ation. Incidentally, many movie 
companies owning vast libraries 
of fully amortized films are watch- 
ing developments along this line. 

Another factor that could con- 
tribute importantly to long range 
growth would be lifting of the 
“freeze” on construction of new 
TV stations. The Federal authori- 
ties indicated several months ago 
that something along this line 
might take place this year, but 
now most industry officials believe 
that the relaxation may be de 
ferred until next year at the ear- 
liest. Extension of telecasting to 
other areas of the country ut- 
doubtedly would spur public in- 
terest in the entertainment and 
would revive demand for sets. In 
fact, opening of competing outlets 
in cities having only one station 
would prove a boon, for it would 
permit a choice of programs that 
makes television more interesting. 
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is to The major controversy—and it p ome 


‘ eae D-WIDE BANKING \ 
of a | involves numerous political an- ra 2 


con- | gles—is color. What the final out- Cy rr gee eee ere 
ry de- f come is likely to be no one dares 
sist. | guess. Chances are, however, that 
fixed § in the end public preference will 
con- § have much to do with determining 
era. | governmental action. The Colum- 
cula- | bia Broadcasting System’s so- 
‘icial § called mechanical disc process has 
gained approval of the Federal 
tions § Communications Commissison and 
t for | limited color telecasts now are be- 
ondi- | ing conducted. Radio Corpora- 
lobal] | tion’s all-electronic system is be- 
gov- | ing shown by means of private 
rtion | tests. The latter generally is pre- 
may § ferred by principal set manufac- 
rarv | turers, but the industry seems to 
mav § feel that neither system has ‘ ET en ee 
his- | reached a stage of perfection that ‘ STATEMENT OF CONDITION 
plify fis deemed desirable. SEPTEMBER 30, 1951 
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road Paramount's New Picture Tube 5 

pie RESOURCES 

gold More recently, Paramount Pic- ; 
tures has announced its intention Cash and Due from Banks . . . . $1,378,828,483.85 
of sponsoring introduction of a U. S. Government Obligations. . . 1,199,967,856.09 


____. | popular priced color tube invented 
i by Professor Ernest O. Law- 
IStOn F rence. The development has been 


State and Municipal Securities. . . 255,997,393.36 
Other Securities ©. «© « «© « & « 266,859,704.24 


ees es 


ae —— gi present hinge } Mortgages — 52,686,035.09 

an affiliated company in whic ? ; 

)) Paramount has a half interest, Beaten 2s Ve an 1,953,537,210.05 
nom-f namely, Chromatic Television Accrued Interest Receivable . . . 10,976,998.16 
e are} Laboratories, Inc. The tube is } Customers’ Acceptance Liability . . 23,176,029.79 
S In-} said to be much simpler than any- . , 
eting] thing previously introduced and Banking Houses . . . . « « « 28,391,794.22 

for af it presumably will be placed on , ra 46s ~ %e eS RS 3,988,734.69 


deral} the market at a price not much 
m to} in excess of ordinary black-and- 
many} white picture tubes. 


$5,174,410,239.54 





likely} According to its supporters, the LIABILITIES 
sting} tube is capable of reproducing a ateeeteets { 
oper} either color telecasts or black-and- ; Deposits. . - - 6 « « + + + $4,747,263,338.58 — § 
novié} white. Observers have noted that } Dividend Payable November 1, 1951 2,960,000.00 3 
aries} its results are not quite as satis- T. q 
ratch- factory in sharpness as either the Reserves—Taxes and Expenses. . . 24,677,613.26 
| — C.B.S. or the R.C.A. system, but Other Liabilities . . . . . « . 15,398,603.84 
range the Lawrence tube backers con- Acceptances Outstanding . .. . 26,978,212.61 5 
f th tend that the price factor gives Lau te evil 2.065.754.49 ‘ 
r tiel it an advantage. Production is ex- = rr i ee a iii tiie 
Newt nected to begin on a limited scale ) Capital Funds: 
thorl} within a relatively short time and Capital Stock. . $111,000,000.00 
“ ties 7 is expected that the tubes will i aaa 
| e available for public use well ) , 
ae: before the Xmas holidays. si, . ee | 

‘| The tube is not the only factor, se 
: = however, and authorities insist Profits . . . 59,198,225.74 , 
ne that many months of experimen- __359,198,225.74 
y Un tation must be undertaken before $5,174,410,239.54 


) 
: : 
‘o in-g 2D entirely suitable system can be 
t and readied at a price acceptable to 


United States Government and other securities carried at 
$496,605,714.00 were pledged to secure public and trust de- 
posits and for other purposes as required or permitted by law 


ts. In the public. It is generally agreed 
ue that color is a “must” in due 
tation} Course and that it will revolution- 
would) ze television when it comes in 
5 that general use. Color is so superior 


utlets 


Member Federal Deposit Insurance Corporation 


to monochrome in its advertising 
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New Horizons for Television 





(Continued from page 97) 
pull that TV color commercials 
may command fancy premiums. 
That TV still has plenty of room 
for growth is certain, but many 
are the pitfalls lying in wait for 
the unwary investor unless he 
“watches his step.” 





What's Behind the Rumpus 
in Northern Pacific? 





(Continued from page 83) 
Northern Pacific’s freight reve- 
nues. In the past decade, popula- 
tion of the hitherto sparsely set- 
tled states through which the road 
passes has increased almost 2 
million. 

Great interest is now being 
shown in the rush to develop the 
low-grade (magnetic taconite) 
ores in Minnesota. Many steel 
companies are involved in this 
new development in the untouched 
sections of the State, with North- 
ern Pacific principally profiting 
from its trackage serving the Cu- 


yuna iron range. Pressed by the 
steady reduction in the higher- 
grade Mesabi ores, the processing 
of taconite now undertaken by the 
leading steel companies is bound 
to have an important freight- 
increasing effect. It is estimated 
that the Beaver Bay section to 
which Northern Pacific has access 
consists of about 1.5 billion tons 
of low-grade ore which, when pro- 
cessed, will yield 500 million tons 
of 64% iron. A new plant, jointly 
owned with Republic Steel, Armco 
and National Steel, costing $75 
million has been started and has 
justified a project to build 47 
miles of new tracks to the ore pits. 

We mention these facts to show 
the dynamic nature of the pros- 
pects facing Northern Pacific 
from the standpoint of the new 
industries taking root in the ter- 
ritory through which the road 
operates. One should not fail to 
mention that through its operat- 
ing connections with the Burling- 
ton system, Northern Pacific also 
benefits from the growth of new 
industries in the Gulf Coast sec- 
tion. Furthermore, agricultural 
developments in the Northwest 
during the past decade have been 
astonishing in their scope, with 











October 9, 1951. 








This announcement is neither an offer to sell nor a solicitation of any 
offer to buy securities. The offering is made only by the Prospectus. 


216,694 Shares 
Stix, Baer and Fuller Company 


Common Stock 


(par value $5 per share) 


73,294 shares are being sold by the Company and 143,400 
shares by certain stockholders. 29,549 of the shares being sold 
by the Company are being offered initially to stockholders. 


Price $20.00 Per Share 


A copy of the Prospectus may be obtained within any State from 
such of the Underwriters as may regularly distribute 
the Prospectus within such State. 


Goldman, Sachs & Co. 
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many new communities springing 
up as a result of heavy farm pro- 
duction at good prices. The Ko. 
rean war, additionally, has greatly 
increased west-bound traffic. 


Northern Pacific has made 
steady progress in improving its 
plant, having spent over $100 mil- 
lion on rolling stock alone in the 
past decade and, during this 
period, put well over $70 million 
into road improvements. Last 
year, for example, it placed $10 
million into new equipment and 
about $7.7 million into road bet- 
terment. All main line transcon- 
tinental passenger trains and day 
trains from Seattle to Portland 
have been dieselized. At present, 
about 21% of freight is moved by 
diesel engine, bringing about a re- 
duction in transportation costs. 
Actually, Northern Pacific is not 
so much in need of dieselization as 
some other roads since, through 
its ownership of the Northwest 
Improvement Co. it has access to 
large deposits of low-cost coal. 
The operating ratio is fairly com- 
parable with other roads in the 
West. Thus, operating ratio for 
1950 was 72.86% which is almost 
identical with Great Northern’s 
ratio of 71.26%. Northern Pa- 
cific’s average freight revenue per 
ton per mile was 1.31 cents 
against 1.22 cents for Great 
Northern and average passenger 
revenue per mile was 2.27 cents 
against 2.24 cents. Thus it will be 
seen that both roads are compar- 
able as to operating data. 

It is interesting to note that 
Northern Pacific which is. still 
heavily dependent on movement 
of lumber and agricultural prod- 
ucts has been increasing the vol- 
ume of industrial and miscellane- 
ous products. Thus agricultural 
products which totaled 20% of 
car loadings a decade ago are now 
18.3%, and lumber which in 1941 
comprised 28.1% is now 25.1%. 
At the same time, industrial car 
loadings increased from 27.9 to 
32.4°°. These changes reflect the 
steady progress made in the in- 
dustrialization of the Northwest. 

Freight revenues from lumber 
shipments, which are a vital part 
of Northern Pacific’s earnings, 
were greatly aided during World 
War II by the ship shortage cre- 
ated by the conflict and are still 
being aided by post-war condi- 
tions in that shippers, faced by 
high cost inter-coastal shipping 
rates, can use the cheaper rail 
transportation. In normal times, 


THE MAGAZINE OF WALL STREET 








Nort 
stror 
the . 
that 
ent l 
tion 
oppr 
Nc 
pal ¢ 
veste 
crop 
earn) 
been 
bene 
pros] 
gion: 
utes 
earn! 


P 
Si 
made 
lar Y 
ducir 
The 
prefe 
capit 
trem 
ent a 

ing 
bond: 
accol 
1940. 
pany 
incre 
whic 
disco 
Neve 
funde 
has | 
ing a 
millic 
fixed 
from 
figure 
lion, 
$1.60 
comn 
Alt 
top-h 
lower 
neces 
stand 
has s 
ratio 
taliza 
ing v 
for ( 
Atchi 
40% 
very 
only § 
prope 
60%. 
struct 
sider: 
the Ci 
count 
earnii 
of thi 
(J 


ocTo 





ging 
pro- 
Ko- 
eatly 


made 
g its 
- mil- 
1 the 
this 
illion 
Last 

$10 

and 
bet- 
scon- 
| day 
tland 
sent, 
1d by 
a re- 
osts. 
; not 
yn as 
ough 
west 
ss to 
coal. 
com- 
the 
. for 
most 
arn’s 

Pa- 
> per 
ents 
reat 
nger 
ents 
ll be 
par- 


that 
still 
nent 
rod- 
vol- 
ane- 
‘ural 
> of 
now 
1941 
1%. 
car 
9 to 
. the 
» jn- 
vest. 
nber 
part 
ings, 
‘orld 
cre- 
still 
yndi- 
1 by 
ping 
rail 
mes, 


EET 





Northern Pacific must face the 
strong competition of ships via 
the Panama Canal but it seems 
that for some years, under pres- 
ent unsettled conditions, competi- 
tion from this source will not be 
oppressive. 

Northern Pacific is the princi- 
pal carrier of Spring wheat, har- 
vested in fall, and the size of the 
crop naturally has a bearing on 
earnings. This year’s crop has 
been excellent so that the road will 
benefit. Furthermore, the general 
prosperity of the agricultural re- 
gions in the Northwest contrib- 
utes its share to the road’s high 
earnings. 


Progress in Debt Reduction 


Since 1939, the company has 


made steady, though not spectacu- | 


lar progress, with respect to re- 
ducing its long-term funded debt. 








The management apparently has | 
preferred to build up its working | 
capital position which is now ex- | 


tremely strong, standing at pres- 


ent at about $53 million, exclud- | 


ing $4.2 million government 
bonds carried in other investment 
accounts, against $20 million in 
1940. It is obvious that the com- 
pany could have used part of this 
increase to purchase its bonds 
which once sold at a considerable 
discount in the open market. 
Nevertheless, the reduction in 
funded debt during this period 
has been substantial, now stand- 
ing at $23 36 million against $307 
million in 1939. At the same time, 
fixed charges have been reduced 
from $14.4 million to the present 
figure of approximately $10 mil- 
lion, a saving equivalent to about 
$1.60 a share annually on the 
common. 

Although the rather excessively 
top-heavy funded debt has been 
lowered in the past decade, the 
necessary balance between out- 
standing bonds and common stock 
has still to be achieved. Present 
ratio of funded debt to total capi- 
talization is about 56% compar- 
ing with slightly less than 50% 


for Great Northern, 36% for | 


Atchison, Topeka & Santa Fe, and 
40% for Union Pacific. Of the 
very important western roads, 
only Southern Pacific has a larger 
proportion of bonds to stock, at 
60%. Northern Pacific’s debt 
structure naturally affords a con- 
siderable degree of leverage for 
the common and is, in part, ac- 
countable for the wide swings in 
earnings which is characteristic 
of this company. 
(Please turn to page 100) 
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DO YOU 
INTIALE ? 


Then youre better off 
smoking PHILIP MORRIS 


... because Puiip Morris is 
definitely less irritating, 












definitely milder than any 
other leading brand! 
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PROVE IT YOURSELF 


Take the 
PHILIP MORRIS NOSE TEST 
og ... start enjoying PHILIP MORRIS today! 


NO CIGARETTE 
HANGOVER 


means MORE SMOKING PLEASURE! 


‘PHILIP MORRIS 




















Ry (= )- Are you plagued - 
© \0 «il by anxiety ; 
about your 


stocks and 
the market? 





Granted, you know the score. 
But even the smartest investors 
admit their limitations under to- 
day’s uncertain conditions. That’s 
why this Babson offer can mean 
so much to you. 


Here’s what we’ll do for you. 
Study the list of stocks below. Are 
you holding any of these? If so, 
check off up to seven and we'll 
tell you which of thern Babson 
Clients have been advised to hold 
or sell. If you own none on this list, ° 
send us the names of seven of your : 
own most important securities. 
We'll advise you which of your *+ 
stocks Babson Clients are being ad- « 
vised to hold or sell. Thus, you will ; 
be able to check our recommenda- ° 
tions against your own decisions. , 
Two heads, Babson’s and yours, are 
assuredly better than just yourown, : 
don’t you agree? 


Now, before suffering losses 
that might range from serious to 
crippling, take action. 


\V CHECK SEVEN OF THE STOCKS 
LISTED BELOW, OR LIST SEVEN 
OF YOUR OWN. MAIL THEM TO US 
WITH THIS AD. WE'LL DO THE REST! 
NO COST OR OBLIGATION. 

Am. Tel. & Tel. Anaconda Copper 
Chesapeake & Ohio Bethlehem Steel 
Chrysler Cities Service 
Coca Cola Consol. Edison 
Commonwealth Ed. General Motors 
General Electric Pan Am. World A, 


N.Y. Central Penna. R.R. 
Paramount Pic. Philco 

Pepsi-Cola Standard Oil, N.J. 
Pub. Serv. E&G _ Texas Co. 

20th Century Fox United Shoe Mach. 
F. W. Woolworth U.S. Steel 


Write Dept. M-102 


BABSON’S REPORTS .....: 


Wellesley Hills 82, Mass. 





What's Behind Rumpus 
in Northern Pacific? 





(Continued from page 99) 


Continuing our analysis of the 
funded debt structure, we find 
that a decade ago fixed charges 
were earned only 1.53 times 
whereas the present margin is 
2.88 times, thus reflecting the 
financial and earnings progress 
made by the road. Of especial 
importance is the fact that the 
company’s annual net credit for 
equipment hire and joint facility 
rents accounts for approximately 


40 to 50% of fixed charges, thus 
placing the senior bonds in an ex- 
ceptionally strong position. Out of 
about $10 million fixed charges, 
the prior lien 4s of 1997 require 
only $4.1 million and this amount, 
as we have seen, is covered more 
than amply by the sure receipt of 
payments from joint facility 
rents. These bonds, selling at 
about 106 afford a straight yield 
of almost 3.8%, which is some- 
what higher than that offered by 
similarly high-grade railroad is- 
sues. Two other attractive bond 
issues of Northern Pacific are the 
3s of 2047, yielding about 414% 
= nas 414s of ’75, yielding about 


Current Operating Conditions 


Current operating conditions of 
the road are favorable; with $2.29 
per share reported for the first 
six months of the year, and $2.68 
per share for the period through 
August. This latter figure com- 
pares with $1.34 a share in 1950 
and $0.66 for 1949. Since the 
management holds a very tight 
control over operating expenses 
and has proved itself extremely 
efficient in this respect, barring 
natural disasters such as floods, 
etc., it is anticipated, based on 
general business and agricultural 
conditions in the Northwest, and 
the increased flow of traffic west- 
ward caused by the Korean war, 
that net income for this year will 
exceed that of 1950. In that year, 
$7.87 per share was earned with 
estimates as high as $9.50 a share 
for 1951. Such estimates are prob- 
ably high since normal income 
and surtax rates on corporations 
are rising again. While Northern 
Pacific has a favorable excess 
profits tax base, its earnings in 
the period 1946-49 having aver- 
aged around $4.50 a share, it is 
quite likely, based on the current 
increase in net operating reve- 
nues, that the company may again 
be subject to some payment on 
this account. In 1944-45, after 
credit adjustments, it paid an ex- 
cess profits tax for the two years 
combined of about $1.7 million. 
Taking these tax considerations 
into account, however, it is still 
likely that 1951 earnings will ex- 
ceed those of 1950. 


Recently, the dividends were 
raised to 75 cents quarterly, a rate 
which is on the conservative side. 
Investors who have been influ- 
enced by the lean rate of dividends 
paid up to very recently should 
be mindful that Northern Pacific 


has had a very impressive divi- 
dend record in the past, having 
maintained continuous payments 
for 34 years up to 1932. It may be 
taken for granted that the direc. 
tors did not establish the new $3 
annual rate unless they felt quite 
sure that this rate could be con- 
tinued. 

At the present price of around 
57, the yield is slightly in excess 
of 5%. From the standpoint of 
the average investor, this is not 
a large return so that purchase of 
the stock at current high levels 
could only be justified if prospects 
for higher dividend payments 
were definite. That such larger 
dividends could be paid is un- 
doubted in view of the company’s 
impressive earnings and its valu- 
able investments, particularly in 
Burlington. However, the com- 
pany is paying especial attention 
to building up working capital 
and reducing funded debt. Last 
year, for example, it reduced such 
debt by $2,415,000. 

Under these circumstances, it 
seems that further time must 
elapse before the dividend raise 
can be raised again. Regardless of 
this fact, values are being placed 
behind the common stock in in- 
creasing amounts and this funda- 
mentally growing strength in 
earning power is what will de- 
termine the future price of the 
stock. In this connection, it must 
also be considered that oil pros- 
pects are potentially substantial, 
though they will be related to fu- 
ture years’ earnings rather than 
the immediate future. For the in- 
vestor who is interested in longer- 
term considerations, it would 
seem, therefore, that the stock, 
while high by comparison with its 
price of last year, still has room 
for appreciation. 





The Economic and Military 
Position of Turkey 





(Continued from page 72) 


There is also a sizable merchant 
fleet operating under the Turkish 
flag. Electric power generation 
has been trebled during the past 
15 years, but is still too short for 
the current needs. 

However, the economic revolu- 
tion which centered on industrial- 
ization, has created strains and 
stresses, particularly as it was not 
well planned and paid too little 
attention to the parallel develop- 
ment of agriculture, very much as 
Mexico did. Thus while some 
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parts of Turkey have all the char- 
acteristics of a modern industrial 
society, the recent report of the 
mission sent to Turkey by the 
World Bank points out that other 
parts of the country are almost 
as primitive as they were 500 
years ago. The most important of 
all, eight workers out of ten are 
still engaged in farming which 
contributed only about half of the 
national income of roughly 9 bil- 
lion Turkish liras or $2.5 billion. 

Some of the industries which 
were financed from taxes collected 
from poor peasants are white ele- 
phants. The great Karabuk steel 
plant utilized even quite recently 
only a small part of its capacity. 
Until American know-how was 
applied, the government - con- 
trolled coal mines were producing 
only one-tenth as efficiently as 
American mines. The manage- 
ment is in many instances waste- 
ful and inefficient. During the 
war, the very high prices paid by 
the British for copper and chrom- 
ium to keep these products out of 
German hands, kept the mines 
going. 

The great expansion of Turkish 
cotton production in recent years 
-the country will harvest this 
year over 500,000 bales—is proof 
that the Turkish farmer is adapt- 
able. The biggest Turkish cash 
crop used to be tobacco, but with 
a bigger part of the market on 
the wrong side of the Iron Cur- 
tain, Turkey had to switch to 
another crop, and did so much 
more effectively than, for example, 
Greece. 

Since the law encouraging for- 
eign investments was passed last 
April, some 17 firms applied for 
permission to establish plants 
(one oil company, two car pro- 
ducers, two radio manufacturers, 
ete. But Turkey in general will 
have to give still greater leaway 
to private enterprise. The present 
party in power, the Democratic 
Party, won last year largely be- 
cause the country revolted against 
“etatism,” the Government-con- 
trolled economy. Plans have been 
made for the return of some of 
the state activities to private 
hands, but they remain plans, 
probably largely because the Tur- 
kish public is not eager or edu- 
cated to invest in industrial 
shares. Legislation allowing the 
remittance of profits up to 10% 
has been drawn up but not yet 
passed. 

President Celal Bayar’s policies 
are apparently to reduce “etat- 
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DIVIDEND NOTICE 


The Directors of Daystrom, Incorporated 
(formerly ATF Incorporated) on September 
25,1951, declared a regular quarterly dividend 
of 25 cents per share, payable November 15, 
1951, to holders of record October 25, 1951. 








ism” progresssively, and eventu- | 


ally to limit it only to the forms 
especially suited to state owner- 
ship (mining, etc.). At the same 
time, an effort is to be made to 
educate the farmer and to raise 
his productivity. The fact that 
American aid is helping Turkey 
to carry a part of the onerous na- 
tional defense expenditures is 
also an important factor in push- 


ing the economic development of | 


the country. 


In conclusion, one can say only | 


this. There is no doubt that Tur- 


key is in many respects still back- | 


ward by western standards and 


that there are serious strains and | 
stresses, economic and social. But | 


the fact remains that the country 
has been lifted from the vicious 
circle of economic misery and 


backwardness without falling un- | 


der foreign control. Moreover, she 


is emerging from three decades of | 


enlightened dictatorship as a real 
workable democracy. 





Short-Range vs. Long-Range 
Investment Planning 





(Continued from page 59) 


arming for, if not against the 
contingency of all-out war? This 
contingent risk, even if improb- 
able, works against extremely 
confident valuations of common 
stocks. Third, private capital out- 
lays are very likely to turn down 
well before arms _ production 
reaches its peak. This, and its 
spiralling effect on the consumer- 
goods field, could well tip the 
scales. In short, it is conceivable 
that industrial production will top 
out by mid-1952—possibly even by 
next spring—regardless of whe- 
ther the peak in arms outlays 
come in late 1952, as now offi- 
cially forecast, or in the forepart 
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JOHN MORRELL & CO. 
a DIVIDEND NO. 89 


A dividend of Twelve 
and One-Half Cents 
($0.125) per share on 
the capital stock of 
John Morrell & Co. 
will be paid Oct. 30, 1951, to stock- 
holders of record Oct. 10, 1951, as 
shown on the books of the Company. 


Ottumwa, lowa George A. Morrell, V. P. & Treas. 

















ELECTRIC BOND AND SHARE 


COMPANY 
Two Rector St., New York 6, N. Y. 


Common Stock Dividend 


The Board of Directors has 
declared a dividend, subject to the 
approval of the Securities and 
Exchange Commission, on the 
Common Stock, payable Decem- 
ber 14, 1951, to stockholders of 
record at the close of business 
November 9, 1951. The dividend 
will be payable in shares of The 
Montana Power Company Com- 
mon Stock at the rate of 2.2 shares 
for each 100 shares of Electric | 
Bond and Share Company Com- 
mon Stock. No scrip representing | 
fractional shares of The Montana 
Power Company Common Stock 
will be issued to stockholders. The 
Company proposes to arrange for 
the Company’s dividend agent to 
handle fractional share equivalents 
for the stockholders. 


B. M. Betscu, 
Secretary-T reasurer 
October 10, 1951. ‘ 











r 
v 
' 
' 
‘ 
J 
' 
1 
' 
' 
‘ 
' 
' 
' 
5 
' 
' 
' 
' 
' 
' 
' 
' 
' 
! 
' 
' 
' 
' 
' 
' 
' 
' 
' 
' 
' 
' 
' 
' 
' 
1! 
' 
' 
' 
' 
' 
' 
' 
' 
' 
' 
' 
' 
' 
' 
' 
i 
' 
' 
' 
' 
' 
' 
' 
' 
' 


* Teeter eee eee wees ee esse eee ee eee sees eeeeeeeaenacesecaen 








of 1953. That pattern implies 
sagging commodity prices and a 
contraction of total corporate 
profits from whatever level is 
reached in the 1952 first half. The 
market can be expected to foresee 
such a change materially in ad- 
vance of it. 

Fourth, to say that average 
stock prices are at a medium level 
is a misleading generality. That 
is true of secondary and specula- 
tive stocks. Is there a basis for 
more than medium confidence in 
them? It is also true of most de- 


(Continued on page 102) 











COLUMBIA PICTURES 
CORPORATION 


The Board of Directors at a 
meeting held October 11, 
1951, declared a quarterly 
dividend of $1.06% per share 
on the $4.25 Cumulative 
Preferred Stock of the com- 
pany, payable November 15, 
1951, to stockholders of rec- 
ord November 1, 1951. 


A. SCHNEIDER, 
Vice-Pres. and Treas. 

















fensive income stocks; but these 
are normally relatively sluggish 
movers. Is there a basis for these 
reaching extreme levels? It is 
definitely not true of the type of 
stocks—mostly growth stocks—in 
which so many investors seek ap- 
preciation - and - income. These 
have reached pretty high levels, 
measured by price-earnings ratios 
and yields. 

Fifth, neither the absence of 
any big margain speculation, nor 
institutional demand for equities, 
can preclude market declines of 
importance. Arguments to the 
contrary could have been made at 
any time in recent years; but we 
have continued to have market 
ups and downs, some of the latter 








Industrial Averages have reached the 
highest point since 1929 


Will This Move Continue or is 
a Break Imminent? 


To Protect Your Profits You Need These 


1001 CHARIS 


in the September issue of 


GRAPHIC STOCKS 


most comprehensive book of stock 
ever published . . . shows 


e Monthly Highs and Lows 

e Annual Earnings 

e Annual Dividends 

e Latest Capitalizations 

e Monthly Volume of Shares 

e Stock Splits—Mergers—etc. 
(See charts on pages 76, 77, 78) 


GRAPHIC STOCKS 


The amazing book of stock charts, will 
help you make quick and profitable de- 
cisions. Says a subscriber, an executive 
in one of the largest brokerage houses in 
New York, “I never buy or sell a stock 
without first checking its action in your 
book of charts.” 

It gives you the complete market history 
of virtually every stock actively traded 
on the New York Stock and Curb Ex- 
changes, for nearly 12 years to Septem- 
ber 1, 1951. 


ORDER TODAY FOR PROMPT DELIVERY 
SINGLE COPY (Spiral Bound)............ $10.00 
Yearly (6 Revised Issues)................ 50.00 


F. W. STEPHENS 


15 William St., New York 5 
Tel.: HA 2-4848 
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fairly broad. Many investors who 
thought they were buying stocks 
for semi-permanent retention, or 
“for keeps,” will change their 
minds when the market goes 
down and the business environ- 
ment becomes less favorable. 

If you have good profits here 
and there, what’s the matter with 
cashing enough of them to mark 
down the cost of your investment, 
if not to recover all that you put 
into it? That strikes us as a good 
idea; and it does not mean taking 
a bearish position. There will be 
opportunities in due time to in- 
vest the proceeds of such precau- 
tionary realizing. 

—Monday, October 15. 





As I See It! 





(Continued from page 57) 


which flanks Europe on the one 
side and Asia on the other. 

As the leading power of the 
western coalition, we cannot shirk 
our responsibility if that coali- 
tion is to be strong and to con- 
tinue to exist. It is not a question 
of perpetuation of imperialism or 
colonialism—which is on the way 
out—it’s a question of safeguard- 
ing world security. Great things 
are at stake in the Neast East and 
they affect our own safety as well 
as that of the rest of the demo- 
cratic world. If Britain is unable 
to hold the line, we must offer 
realistic support. Iran was lost 
not only because of British mis- 
takes but because we fumbled our 
opportunities and shirked our 
duties. To fumble again over 
Egypt could well prove fatal. We 
cannot afford it. If anything is to 
be learned from the Iranian 
fiasco, that is it. 





The Bite of the New Tax Bill 





(Continued from page 67) 


example, an unmarried wage- 
earner with close relatives who 
are dependents, now receive one- 
half the tax advantage that mar- 
ried couples get by splitting the 
family income for tax purposes. 
Members of the armed forces in 
combat areas also benefit as they 
receive an extension of their pres- 
ent exemptions until January 1, 
1954. 

As to the new income tax rates 
on individual income, suffice it to 
say that the average hike of 11% 
over present rates is going to take 


another deep bite in the already 
dwindling net income of most 
Americans. The relatively deepest 
cuts are in the brackets of $10,000 
and over, although taxes in the 
highest brackets have already 
reached the saturation point and 
in the cases of extremely high in- 
comes have virtually reached the 
point of confiscation. The tenden- 
cy has therefore been to shift to 
lower and middle-income groups, 
especially the latter. This has 
forced a change in the spending 
habits of these families who no 
longer feel that they can afford 
too many luxuries since the gov- 
ernment is taking away too many 
of their dollars. 

Taxes in the lower income 
also feel the effects of the 11% 
boost though the full impact will 
not come until next year. Families 
brackets, $5000 or under, will 
that must now find an extra $100 
a year or so to meet the new 
taxes will find, in a substantial 
number of cases, that they face 
the prospect of reducing their liv- 
ing standards, especially in view 
of the fact that the cost of living 
is so high that it forces them to 
exercise greater prudence in their 
spending habits. For a consider- 
able period, the Administration 
has warned that the great re- 
armament effort would entail sac- 
rifices on the part of the American 
public. Thus far, the people have 
managed to get by more or less 
without undue sacrifice, except 
where it has been voluntary. It 
is to be feared that we are now 
in reality entering a period where 
the pinch will be felt in earnest. 

Before concluding, it may be 
worth while to dwell on the double 
effect which excessively high tax- 
es have on the nation’s economy. 
One effect is distinctly inflation- 
ary in that it encourages extrav- 
agant expenditures by business 
concerns which are especially 
benefiting from the vast defense 
program, and thereby stimulates 
demands for further wage in- 
creases by the large unions. From 
the standpoint of corporate oper- 
ations, this is an unfortunate con- 
sequence in that it tends towards 
loose management practices which 
can have a deleterious effect, es- 
pecially if they should be carried 
over into a period of slackening 
business conditions. 

The second effect is precisely 
the opposite, that is to say defla- 
tionary, in that families with low 
incomes must cut down on their 
purchasing in order to meet the 


(Continued on page 104) 
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NEW MARKET LEADERS 
—In the Making... 


A number of laggard issues still underpriced in rela- 
tion to their future prospects under defense spending 
are now giving indications to our analysts of assum- 


ing market leadership in coming months. 


Many of the major stocks which have been leaders 
on the rise now give signs of being amply priced and 
will he replaced in the next stage of the market ad- 
vance by strong growth issues and special situa- 
tions which have intrinsic value to reach considerably 


higher price levels. 


These outstanding opportunities will be found in 
growth companies large and small — where new plant 
operations already point to increased earnings . . . 
where benefits in lower costs have accrued from new 
machinery, reducing the number of operations per 
unit... where research activities have developed new 
strategic products . . . where financial reports show 


ability to maintain and increase earnings despite taxes. 


This is a particularly strategic time to secure the 
advantages of our service, because we believe that the 
readjustment in value of “blue chips”—and the dy- 
namic quality of emerging individual specialties—are 


creating opportunities for above average capital gains 


THREE DIVERSIFIED PROGRAMS COMPLETE 
IN ONE SERVICE 


—For Backlog Investments 
—For Appreciation with Income 
—Low Priced Shares for Large Pecentage Growth 


The Investment and Business Forecast brings you 
three, prudently diversified programs to meet your 
every objective. All are provided under your single 
enrollment. 


ADDED FEATURES INCLUDE... 


Consultation by Wire and by Mail .. . To keep your portfolio on a 
sound basis, you may consult us on 12 securities at a time... 
by wire and by mail. 

Business Service .. . Weekly review and forecast of vital happen- 
ings as they govern the outlook for business and individual 
industries. 


Washington Letter . . . “Ahead-of-the-news” weekly reports from 


our special correspondent on legislative and political develop- 
ments weighing their effects on business and securities. 


Enroll now — to secure our special recommendations 
for BETTER-THAN-AVERAGE PROFITS, and con- 
tinuing advice telling you exactly when and what to 
buy so that you may derive the utmost gain and in- 
come. AND, if you will send us full data on your pres- 
ent holdings and cash position you will receive our 


advice at once—WHAT TO SELL—WHAT TO HOLD. 


You are invited to take advantage of our Special 


Enrollment Offer which provides FREE SERVICE to 
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STATEMENT OF THE OWNERSHIP, 
MANAGEMENT, AND CIRCULA- 
TION REQUIRED BY THE ACT OF 
CONGRESS OF AUGUST 24, 1912, AS 
AMENDED BY THE ACTS OF 
MARCH 3, 19388, AND JULY 2, 1946 
‘i 39, United States Code, Section 


Of THE MAGAZINE OF WALL STREET and BUSINESS 
ANALYST published Bi-weekly at New York, N. Y., 
for October 1, 1951. 
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editor, managing editor, and business managers 
are: 
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Ticker Publishing < ~aeds Inc., 90 Broad 
Street, New York 4 


C. G. Wyckoff, dy is 7 West 10th 
Street, Wilmington, Del., the stockholder of which 
4 >. G. Wyckoff, 90 Broad Street, New York 4, 


8. The known bondholders, mortgagees, and 
other security holders owning or holding 1 per- 
cent or more of total amount of bonds, mortgages, 
de securities are: (If there are none, so 
. 


Cecelia G. + bondholder, 90 Broad Street, 
New York 4, N. Y. 


Cc. G. nthe tee Inc. (bondholder), 7 West 10th 
Street, Wilmington, Del., the stockholder of which 
- 7 G. Wyckoff, 90 Broad Street, New York 4, 


4. Paragraphs 2 and 8 include, in cases where 
the stockholder or security holder appears upon 
the books of the company as trustee or in any 
other fiduciary relation, the name of the person 
or corporation for whom such trustee is acting; 

the statements in the two paragraphs show 
the affiant’s full knowledge and belief as to the 
circumstances and conditions under which stock- 
holders and security holders who do not appear 
upon the books of the company as trustees, hold 
stock and securities in a capacity other than that 
of a bona fide owner. 


5. The average number of copies of each issue 
of this publication sold or distributed, through 
the mails or otherwise, to paid subscribers dur- 
ing the 12 months preceding the date shown above 
was:.... (This information is required from daily, 
weekly, semiweekly, and triweekly newspapers 


only.) 
(signed) E. A. KRAUSS, 
Managing Editor. 


Sworn to and subscribed before me this 26th 
day of September, 1951. 
(signed) MICHAEL KOHEN 

Notary Public 

State of New York 

No. 24-7328000 

Qualified in Kings County 
[Seal] 
(My commission expires March 80, 1952) 








The Bite of the New Tax Bill 





(Continued from page 102) 


added taxes, and this has a direct 
effect on the consumers’ indus- 
tries. Employment in such indus- 
tries has already been affected to 
some extent and, very likely they 
will find it difficult to overcome 
the trend when the tax bite really 
commences to take hold at the 
end of the year. 
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For Profit and Income 





(Continued from page 85) 


Curb Exchange. Marathon, a 
strongly integrated company, is 
the biggest of these. None of these 
stocks is on the bargain counter. 
On the other hand, none appears 
to be extremely high either on 
1951 earnings or future prospects. 





What's Ahead for Retail 
Trade? 





(Continued from page 80) 


of last year. 

While retailers thus will do best 
to forget previous sales peaks and 
concentrate on selling, trade as 
a whole should show an appreci- 
ably higher rate before the end of 
the year, compared with recent 
experience. Profit margins will be 
narrower mainly because of great 
er mark-downs and higher taxes, 
plus rising expenses. Thus oper- 
ating profits in most cases will be 
lower and net earnings may well 
average 20% to 25% below last 
year’s except for specialty stores. 
In spite of this, dividends should 
be amply covered in the majority 
of cases since pay-outs in the re- 
cent past have been rather mod- 
erate. 

Marketwise, lower 1951 earn- 
ings apparently have been dis- 
counted and with yields rather 
substantial, the relative market 
performance of retail shares may 
well improve over the coming 
months, depending on general 
market action. At any rate, the 
low point in earnings probably 
has been reached and retail shares 
should reflect this in the future 
though more buoyant market ac- 
tion is not likely until there is 
more concrete evidence of the ex- 
tent of demand improvement 
seemingly in prospects. 





Is the Government Wrong 
About Inflation? 





(Continued from page 62) 


guarantees such a rate since the 
boom will be subject to many 
adjustments particularly if it 
should turn out that a cyclical 
peak in civilian activity has been 
reached—and it looks more and 
more like it. For this reason, the 


prospect of achieving a fairly bal- 
anced economy, despite defense 
requirements, appears good, and 
in such an economy, the inflation 
threat would be markedly reduced 
unless deliberately fostered by 
Government action, particularly 
in regard to price and wage 
policies. 

Latest Government moves, tan- 
tamount to a slackening in its 
anti-inflation fight, seem to point 
in that direction. While political 
motives may in part account for 
them, there is doubtless also a 
good deal of pre-occupation with 
recessionary tendencies in general 
business. The Federal Reserve 
Board’s decision to ease credit by 
a more active open-market policy, 
while it may be temporary, is 
a telling case in point though 
doubtless the effort will be kept 
moderate. And a re-tightening all 
along the credit front could be 
quickly achieved in case of need. 


There is no denying the fact 
that the defense program contains 
a great deal of inflationary tinder 
but there are also a great many 
offsetting factors as we have en- 
deavored to point out. Hence the 
basic outlook for the limited de- 
fense effort does not insure any- 
thing that can really be termed 
inflation in the classic sense. Even 
an inflationary economy or an in- 
flationary atmosphere does not 
necessarily spell a steady, unin- 
terrupted rise in prices. It’s the 
long term trend that counts, and 
the long term trend some day 
might well be subject to drastic 
interruption. 

As to the shorter term, while 
industrial production may rise as 
much next year as it did in 1950 
(some 10%), prices certainly will 
not repeat the enormous post- 
Korean spurt (17%), reversed 
since March this year. That of 
course was rapid, and incidentally 
quite unnecessary, inflation. Be 
tween now and next summer, 
prices could conceivably dip some- 
what more, or on the other hand, 
gradually rise a bit, but hardly 
enough to be called real inflation. 

As to the near term, then, the 
inflationary threat in our view is 
far from what it is cracked up to 
be in alarmist statements. Under 
certain conditions, deflation could 
readily become a greater unset- 
tling factor. Even if the defense 
effort is carried out as planned, 
more inflation can be avoided pro- 
vided the Government is willing 
to take the necessary steps. It has 
all the powers to do so. 
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ADJUST YOUR INVESTMENTS .. . 


To Benefit From New Conditions 


N° is the time to start a realistic program 
to protect and promote your investment 
interests during the era of change ahead. It is 
realized today that world wide happenings 
are the same as local news in their effects 
on the earnings and fortunes of American 
corporations. 

As an American investor your holdings are 
not frozen, you have the right to revise your 
securities—to withdraw from unfavorable situ- 
ations, and to concentrate on those most ad- 
vantageous for your personal investment 
objectives. Yet some investors do little or noth- 
ing about their holdings, and this has most 
often been a costly policy in the past. 


STRATEGIC AND IMPORTANT POINT 
TO REVISE YOUR INVESTMENT HOLDINGS 


The present-NOW-represents a_particular- 
ly strategic time to recheck every individual 
security you own, as well as the investment 
policy YOU are following, in relation to cash 
reserves, income productivity, inflationary 
versus deflationary factors and other influ- 
ential forces. 

Such reappraisal must be searching and 
factual, and must avoid personal emotions 
and subjective considerations. 

It is a difficult task for any individual in- 
vestor. Rather it is a job for an organization 
of well trained, seasoned experts in the vari- 
ous phases of investment analysis. 
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MANAGING YOUR SECURITIES 


Just as any business venture rises or falls by 
reason of management—so the healthy expan- 
sion—or the shrinkage—in your capital and 
income are governed by the competence and 
nature of the management of your investment 
account. 

Capable management must construct a bal- 
anced portfolio, soundly diversified as to type 
of security, nature of business, geographical 
location and political influences. 

It must plan to produce an income return 
to meet your individual needs and to provide 
a degree of safety to fit your personal cir- 
cumstances. 

Proper supervision of securities should 
anticipate dangers ahead and take steps to 
protect principal against loss. It should see 
new opportunities developing and set up a 
program to participate fully in income and 
profit benefits to be derived. 


CONTINUOUS PERSONAL MANAGEMENT 


Investment Management Service takes the 
initiative in advising you when any change 
should be made in your personal investment 
holdings You would be relieved of worry, 
effort and research and would never be left 
in doubt as to your market position. It is this 
alert, unbiased counsel which clients have 
renewed year in and year out. 

NOW, with the market in a difficult phase, 
you should investigate this Service, by taking 
advantage of the special invitation below. 
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INVESTMENT MANAGEMENT SERVICE 


A Division of The Magazine of Wall Street 
A background of forty-four years of service 


90 Broad Street 


New York 4, N. Y. 








First in development—V hen Dr. Du Mont started his research 
in 1931, the cathode ray tube was a laboratory curiosity. It was his 
development of this tube that made: electronic television com- 


mercially practical. 





Ay, year 
Ya ev. 
as pioneer 
First in telecasting— Du Mont operates the first television ner- 


work, Its key station, WABD, New York, was the first full 
equipped, high-powered station on the air, and was first with day 
time programming. 


A great and exciting thing happened in 1931. A man 
who believed that electronics should be seen, not just 
heard, began to put the “vision” into television. Dr. 
Allen B. DuMont took a laboratory curiosity called 
a cathode ray tube, and he took it seriously. From it, 
he developed the television picture tube. First with home receivers—Du Mont built the first commercial 
bitin: “Wik Sa Riek Bialetdiasten developed many ed receivers in 1939, After the war, in 16, Du Vont was first 
: : on the market with a line of fine receivers: first with the 20-inch and 
different types of cathode ray tubes for wonderful Wicnuls tales-<ahe wills Betana. 
new uses: Radar, Loran for guiding ships and planes 
in all weather, devices that could “paint pictures” of 
light and sound waves, look inside a metal bar, ana- 
lyze a human heartbeat, or perform countless other 
miracles to aid industry, science, medicine ... and 
national defense. 
But the Electronic Age is scarcely born. Still greater 
developments will come in the next twenty years to 


help make America brighter. happier. more secure. a 


Tont is the world’s fore- 


A great many of them will again come from the bibs: 
F i ‘ ; most maker of scientific precision instruments utilizing the elec- 
Du Mont Laboratories and factories .. . for in elec- é 
tronic cathode ray tube. 


tronics. DuMont has the habit of being first with 


the finest. 
First in station equipment— Du Wont is a leading maker of 


First with the finest in Electronics high-fidelity, precision broadcasting equipment, and has planned, 


designed, and built many of the country’s leading television stations. 
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